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{[FBIS Transcribed Text] Washington, January 3 (XIN- 
HUA)-— US. President Bill Clinton said today the sanc- 
tions against Iraq should continue until it fully complies 
with UN Resolutions. 


In a letter sent to Congress, Clinton claimed that Iraq 
continues to be a threat to regional peace and security 
and urged that the oil embargo and other sanctions 
remain in place until Baghdad fully complies with the 
UN Resolutions. 


“Iraq may rejoin the community of civilized nations 
only through adherence to basic norms of international 
behavior, adoption of democratic processes, respect for 
human rights and equal treatment of its people,” Clinton 
said. 


He added that the Iraqi government should “represent 
all the Iraqi people and be committed to the territorial 


integrity and unity of Iraq.” 


_— Notes Tics With Russia Important to 


OW0401060595 Beijing XINHUA in English 0503 
GMT 4 Jan 95 


[FBIS Transcribed Text] Washington, January 3 (XIN- 
HUA)—The United States and Russia have a relation- 
ship built on a wide range of interests that are strategic 
for U.S. Security interests and it needs to be managed 
effectively, State Depaziment spokesman Michael 
McCurry said here todayy. 


Despite the recent crisis in Chechnya, U.S. Secretary of 
State Warren Christopher and Russian Foreign Minister 
Andrey Kozyrev will go ahead with their meeting sched- 
uled for “around the middle of the month, and some- 
where in Europe,” McCurry said in a State Department 
news briefing. 


The secretary's intent is to “assess the full range of items 
that are on the very important bilateral agenda we have 
with the Russians,” McCurry said. 


“There is a broad range of issues that we address in our 
discussions with the Russian Federation. They span the 
gamut. By no means are they confined to the issue of 
Chechnya, which has come up in our diplomatic discus- 
sions with the Russian Federation,” he said. 


However, McCurry expressed concern about the tactics 
the Russians have been using, which he said “have led to 
many more deaths than we think should have occurred.” 
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“Onur concern remains because our concern has been 
premised on the belief that 'here ought to be a peaceful 
resolution of this conflict inat avoids bloodshed and loss 
of life.” 


Underlining the importance of U.S.-Russia relations, 
McCurry noted that “we need to continue to work on as 
we work through issues in which sometimes with the 
Russians we work cooperatively and other times we work 
in circumstances where we see world events differently.” 


“Ycar-Ender’ Views International Economic Tics 
OW3112172594 Beijing XINHUA in English 1427 
GMT 31 Dec 94 


{“Year-Ender”: “Economy New Key To International 
Relations” — XINHUA headline} 


[FBIS Transcribed Text] Beijing, December 31 (XIN- 
HUA)-— International relations have undergone compli- 
cated, profound changes since the end of the Cold War, 
and countries throughout the world today have set 
economic development as their top task. Clearly, the 
economy is becoming a crucial factor in international 
politics. 


Many countries have moved to make their diplomatic 
activities better serve their national economy as they 
regard economic development as both a starting point 
and goal when they draw up their foreign policies. 


It has become a truth amounting almost to a cliche to 
point out that today more and more countries are 
pursuing what could best be described as econe sic 
diplomacy. 


Since the Cold War ended in the late 1980s, Western 
countries have given economic elements a prominent 
place in their foreign policies and, at times, have 
appeared to be paying more attention to their economic 
interests than their political agendas when they handle 
State-to-state relations. 


U.S. President Bill Clinton might even be jokingly 
described as having raised the exploration of overseas 
markets to the level of “national security.” 


He decided earlier this year, for example, to extend 
China’s most-favored-nation trading status and delink 
the MFN renewal from human rights issues. 


Clinton also attended an informal leadership meeting of 
the Asia- Pacific Economic Cooperation (APEC) forum 
in Indonesia and the American States Summit in the 
U.S.—a pair of conferences devoted exclusively to 
regional, rather than world-wide economic cooperation 
and liberalization of trade. 


In addition, when a number of other Western leaders 
made overseas visits, they often gave the promotion of 
economic and trade relations top priority in talks with 
their foreign counterparts. 


This report may contain copyrighted material. Copying and dissemination 
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It also became standard practice for them to bring along 
a large entourage of entrepreneurs with them, to close as 
many business deals as possible. 


In addition, countries from The Com monweaith of Inde- 
pendent States (CIS) and Eastern European nations 
currently undergoing economic transformation are in 
dire need of foreign capital and technology. 


rhus their leaders, as well, must give their countries’ 
national economies top priority in their diplomacy. 


Some of those countries have adopted a more flexible 
foreign policy and, as a result, have absorbed a consid- 
erable amount of foreign capital to bolster sagging cur- 
rencies or gridlocked economies. 


Most developing countries also have stepped up read- 
justment of their domestic and foreign policies. 


Countries and regions in East Asia have enhanced their 
opening up to the outside world and have practised an 
active economic diplomacy to attract more foreign 
money and technology. As a result, they have frequezciy 
maintained a sustained, rapid economic growth, which 
will contribute to an overall recovery of the global 
economy. 


In some “hot spot” regions such as the Middle East and 
Southern Africa, where conflicts were settled gradually 
and peace processes quickened, many of the countries 
concerned are also pointing their diplomatic priorities 
toward economic development. 


With improved economies in many countries, Western 
industrialized states have vied more fiercely for world 
markets, leading to ever increasing trade frictions among 
them. The settlement of trade disputes has occupied an 
even more important place in their diplomatic work. 
Some people in the West even claimed that the Cold War 
has been replaced by a trade war. 


Since early this year, the U.S. has been faced with 
growing disputes with Europe and Japan over market 
shares in the field of iron, government procurements, 
aviation, automobile, telecommunications and service 
sectors. Washington even threatened to restore the use of 
“Super 301 Clause”’ in its trade laws to protect its own 
market. 


The Western scramble for markets was most evident in 
East Asia, a region bo ssting the world’s most vigorous 
economy and one of the biggest markets in the world. 
Industrialized countries have moved one after another to 
read‘ust their policies toward East Asia. 


Some of them tried to develop economic-trade relations 
by promoting state-to-state ties, while others took the 
advantage of their favorable geographical location to call 
for the establishment of a free trade zone. Still others 
sought their trade partners by providing loans on a 
preferential basis. 
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A series of significant strides have been made in the 
process of the regionalization and grouping of local 
economies and internationalization of the global 
economy since this year. 


This trend, which is bound to continue, reflects the hope 
shared by all countries of boosting their domestic econ- 
omies through regional and global economic coopera- 
tion, which will surely have an important impact on 
world political structures. 


The regionalization and grouping of local economies 
were characterized by some striking features this year, 
the first of which was an unprecedented speed with 
which this process accelerated. 


The European Economic Zone and North American 
Free Trade Area (NAFTA) were formally established 
early this year. By year’s end, a long-term target of 
liberalizing trade and investment in the Asia- Pacific 
region was approved at the APEC informal leadership 
meeting. In America, countries in this part of the world 
agreed to set up an American Free Trade Zone. 


Secondly, various regional economic organizations have 
appeared on every continent of the world. The CIS 
formed an Economic Coordination Committee to 
strengthen cooperation among member states, in a bid to 
boost their sagging economies. 

In the Middle East and North Africa, where political 
Stability is yet to be achieved, an economic summit was 
held for the first time. 


Thirdly, some regional economic organizations are 
moving toward new political and economic blocs. The 
European Union (EU), while commiited to economic 
integration, has played an even more important role in 
world political affairs and regional security. 


And fourthly, some regional economic organizations are 
being enlarged. Austria, Sweden and Finland will offi- 
cially join the European Union (EU) next year. 


The EU is also going to expand eastward and southward. 
NAFTA is considering an expansion and APEC mem- 
bers have increased to 18 from 15 in 1993. 


A trade agreement of the Uruguay Round talks, partici- 
pated in by more than 100 countries and regions, was 
signed in Morocco on April 15, 1994 and will take effect 
on January 1, when the World Trade Organization 
(WTO) begins operation officially. World trade is 
expected to be further developed, which will have a 
significant influence over the global economy. 


To coin a phrase, the principle of “economy first” has 
been universally accepted and it is becoming a key factor 
in world peace and development. 


*Ycar-Endcr’ Discusses World Economy 
OW3012134694 Beijing XINHUA Domestic Service in 
Chinese 0245 GMT 30 Dec 94 


[“Year-Ender” by reporter Pan Yongming (3382 3057 
2494): “Economics Has Become the Primary Factor in 
Current International Relations’’} 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 
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[FBIS Translated Text] Beijing, 30 Dec (XINHUA)— 
Since the end of the Cold War, international relations 
have undergone complicated and in-depth changes. One 
prominent change is that all countries have regarded 
economic development as a top priority task and they 
have made their diplomatic work more tilted toward 
serving their domestic economic development. There- 
fore, in the current intricate and complex international 
relations, economy has increasingly become the pnmary 
and key factor. This year, this trend has been particularly 
noticeable. 


First, in formulating their foreign policy, all countries 
have regarded spurring domestic economic development 
aS a major consideration and objective, making eco- 
nomic diplomacy a fashion. 


Since the Cold War ended, Western countries have put 
the economic factor in a prominent position in their 
foreign policy; in handling state-to-state relations, they 
have tended to give more consideration to their own 
economic interests than to their political interests. US. 
President Clinton has treated opening up overseas mar- 
kets as a “national security” matter. This year, Clinton 
decided to extend most-favored-nation trade status for 
China and to delink it from the human rights issue. He 
also attended the informal meeting of the leaders of the 
Asia-Pacific Economic Cooperation Organization 
[APEC] and a summit meeting of American nations, 
both of which discussed regional economic cooperation 
and trade liberalization issue. During their visits to other 
countries, leaders of some Western countries often 
regarded developing economic and trade relations as a 
major topic of negotiations; they also led numerous 
entrepreneurs with them to seek more cooperation 
projects. 


CIS and East European countries are in a process of 
economic transformation; therefore, they urgently need 
foreign fund and technology. For this reason, all of them 
have regarded economics as the focus of their diplomatic 
work. Some of these countries have revived and devel- 
oped their economies because they have adopted a more 
flexible foreign policy, enabling them to attract consid- 
erable foreign funds. 


The large numbers of developing countries also have 
accelerated adjusting their domestic and foreign policy. 
This year, countries and regions of East Asia have 
broadened their scope of opening up and have intro- 
duced more foreign funds and technology into their 
countries or regions by actively practicing economic 
diplomacy, enabling them to maintain their high eco- 
nomic growth, and thus making contributions to recov- 
ering the global economy. As conflicts have been settled 
and the peace processes have quickened, concerned 
authorities in the Middle East, southern Africa, and 
other regions also have gradually shifted the focus of 
their foreign policy to economics. 


Second, as all countries’ economies develop, Western 
developed nations have intensified their scrambling for 
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world markets, resulting in gradual increase in trade 
disputes; therefore, settling economic and trade disputes 
has become increasingly important in their diplomatic 
work. Some peopie in the West have said that “the Cold 
War has been replaced with a trade war.” Since the 
beginning of this year, disputes between the United 
States and Europe and between the United States and 
Japan have increased over the market shares of steel 
products, government procurement, air transportation, 
automobiles, telecommunications, and trade in services. 
The United States even threatened to invoke the “Super 
301” clause of its trade law to protect its own market. 


Western countries’ scrambling for markets has been 
particularly noticeable in East Asia. This region cur- 
rently has the greatest economic vitality in the world and 
is one of the world’s largest markets. For this reason, 
since the beginning of this year, developed nations have 
followed one another in revising their policy toward East 
Asian countries—some of them have developed state- 
to-state relations with East Asian countries to develop 
economic and trade relations; some have used their 
geographical advantage to propose estabiishment of iree 
trade zones, and some have provided preferentis’ loans 
to lure economic and trade Cooperation partners. 


Third, since the beginning of this year, the regional and 
group- based economies iiave further developed, and the 
world economy has become more internationalized. This 
trend indicates that al) countries hope to spur domestic 
economic deveiopment through promoting regional and 
global economic cooperation and exchange, and this 
definitely will have an important impact on future world 
political structure. 


This year, regional and group-based economy has shown 
some notable characteristics. First, this type ef economy 
has developed at an unprecedentedly high speed. Early 
this year, the European Economic Zone and the North 
American Free Trade Area |NAFTA| formally came into 
being. At the end of the year, APEC adopted the long- 
range objective of liberalizing trade and investment in 
the Asia-Pacific region, and American states unani- 
mously agreed to establish an American free trade zone. 
Second, flowers have blossomed everywhere. Current'y, 
all kinds of regional economic organizations have been 
established on all continents. To free themselves from 
the economic predicament, CIS member countries this 
year formed an economic coordination committee to 
Strengthen cooperation between them. Despite the fact 
that complete political stability has not been achieved in 
the Middle East and North Africa, countries in this arza 
held an economic summit this year. Third, some regional 
economic organizations have developed into political 
and economic blocs. For example, the European Union 
[EU], while continuing to integrate its member coun- 
tries’ economies, has played an increasingly important 
role in international politics and regicnal defense. 
Fourth, some regional zconomic organizations have 
expanded. This year, the negotiations on and approval 
formality for joining the EU by Austria, Sweden, and 
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Finiand have been completed, and these three countries 
will become formal EU members beginning next year. 
EU is also planning to further expand toward the east 
and south. At the same time, NAFTA is also considering 
expanding the organization. APEC members have 
increased from 15 last year to 18 this year. Fifth, while 
all regional economic organizations have continued to 
strengthen internal cooperation, their members have 
actively sought cooperation with countries outside their 
own regions. 


Agreement on the Uruguay Round talks, in which more 
than 100 countries and regions participated, was signed 
in Morocco on 15 April this year, and will formally 
become effective beginning 1 January next year. Then, 
the World Trade Organization will begin to function, 
and it is expected that world trade will further develop, 
which will have an important impact on the global 
economy. 


From the aforementioned, we can see that the principle 
of giving priority to economic development has been 
accepted by all countries, and has become a deciding 
factor affecting world peace and development. 


“Year-Eader’ Vicws ‘Profound Changes’ in World 


OW3112125494 Beijing XINHUA in English 1240 
GMT 31 Dec 94 


“Year-Ender: A Year of Profound Changes Across 
orld” — XINHUA headline} 


[FBIS Transcribed Text] Beijing, December 31 (XIN- 
HUA)—Nineteen ninety-four has been a year of com- 
plex and profound changes, typified by economic devel- 
opment and the easing of tensions in many areas, but 
with regional conflicts and chaos erupting in one place 
after another. 


As the trend toward peace and development gathers 
momentum, the move toward multipolarization is 
increasingly evident, while the role played by economic 
factors grows ever larger. 


Still, there is no universal peace in this world of mutual 
dependence and mutual restraint, where power politics 
and the desire to impose hegemony continue to exist, 
with regional conflicts and wars breaking out constantly. 


However, detente still leads the trend of global develop- 
ment as a whole. 


Throughout the year, the big powers have been 
realigning their strategic re)ations as they seek to further 
their own interests. 


So, the gobal political pattern has been reshaped, with 
the big powers changing their major policies and mutual 
Strategic relations. 


As the sole superpower now, the United States has 
defined the strategy of “involvement and expansion” in 
seeking its global leadership role. 
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But, given the vast discrepancy between ambition and 
ability, tie US. Has been compelled to “shift from 
idealism to realism.” So, it pulls in Japan from the East 
as a “complementary leader,” and draws in Germany 
from the West as a “leadership partner” in “sharing 
responsibilities and obligations.” 


In Europe, the decades-old “special U.S.-British rela- 
tionship” has seemingly given way to the “special US.- 
German relationship,” while the French-German axis is 
tikting towards Bonn. The csntest between the Ameri- 
cans and the Europeans to see who will play the domi- 
nant role in Europe is becoming increasingly tense. 


In Asia, the U.S.-Japan alliance has been challenged, 
with Japan trying to break away from the Americans and 
come back to Asia. 


At the same time, major changes have taken place in 
U.S.-Russian relations. While the Americans have 
shifted their emphasis from promoting Russia's internal 
“democratization” to containment, the Russians have 
sent a clear signal: “Don't try to belittle Russia; it is still 
a big power!” 


The Russians have replaced a Western-oriented foreign 
policy with a “double-headed eagle”—which eyes the 
East and West simultaneously. 


Politically, Russia no longer goes out of its way to curry 
favor with America and the big nations of Europe, but 
strongly demands to be treated as an equal. At a UN 
Security Council session held on December 2, Russia 
stunned the world by vetoing a motion on sanctions 


against Yugoslavia. 


On economic relatiens with other nations, it no longer 
asks for handouts, but advocates mutual benefit and 


cooperation. 


Strategically, Russia has declared the Commonwealth of 
Independent States as its “sphere of special interests” 
and outspokenly NATO's eastward expansion. 
On Bosnia, it constantly sings a different tune frota that 
of the United States. 


And, in the Middle East, it gets actively involved in the 
Arab- Israeli peacemaking negotiations and in Gulf 
affairs. In Asia, it has established stable, friendly, coop- 
erative relations with China, looking ahead to 21st 
century. 


Meanwhile, Japan and Germany have been vying for the 
status of political big powers. 


Dering the year, both countries have repeatedly 
expressed the desire to become permanent members of 
the UN Security Council, hoping to realize the dream of 
ascending to the status of a major political power. 


Taking advantage of its economic strength, Japan with- 
stands pressure from the United States in trade disputes 
and dares to say “No” to the Americans now. And the 
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country’s self-defense forces have begun to participate in 
overseas peacekeeping missions. 

Although the government has been changed several 
times during a single year, the government's policies and 
its goal—to turn Japan into a major political power—has 
never changed. 


Unified Germany has managed to shrug off the heavy 
historical burden resulting from World War Two. While 
it seeks to establish “special relations” with the United 
States, it has joined France and Britain in building up the 
common European defense. 


In addition, Germany has sought to act as a bridge 
between Eastern and Western Europe and to take the 
lead in the integration of Europe. It has also worked out 
new policies toward Asia, designed to develop closer 
relations with the East. 


During the past year, the global economic situation has, 
on the whole, improved and economic development has 
become a main world- wide trend. 


The economies of major industrialized nations recov- 
ered from the recession one after another, with some 
enjoying a period of vigorous growth. In Central and 
Eastern Europe, the economies are on the way to 
recovery and development, while the economies of Latin 
American and Africa arc, by and large, also showing 
improvement, with the prospect of continued growth. 


And, notably, the economies of Asia are sustaining their 
rapid growth. China's economy is developing in a sus- 
tained, fast, and sound way. 


The general trend of international economic integration 
and unification has been accelerated with the signing of 
the final document of the Uruguay round of global 
GATT trade negotiations and the agreement on creating 
the World Trade Organization 


Although the universal trend is toward peace, there have 
been regional conflicts and chaos throughout the year. 


While historic reconciliation was being achieved in the 
Middle East, South Africa and Northern Ireland, tribal 
massacres broke out in Somalia and Rwanda; and when 
the second Gulf Crisis and the Yemeni civil war both 
came to an end, gunfire resounded in Chechnya. 


Inspiringly, from Angola to Mozambique and from EB 
Salvador and Guatemala to Mexico and Columbia, the 
peace-m aking process is beginning to bear fruit. 


But in Bosnia, Europe's worst conflict since World War 
Il went on despite the meddling of the big powers, which 
did not help resolve the crisis but only made a peaceful 
settlement more difficult. 


The UN Peace-keeping efforts, though useful, have been 
able to play only a limited role. In the final analysis, the 
only way to bringing peace to Bosnia will be through 
Negotiations and political settlement. 
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Confronted with profound global changes, China has 
persisted in continuing its independent and peaceful 
foreign policies to develop friendly relations and coop- 
eration with oter nations, playing a major role in 
promoting regonal and world peace, as well as stability 
and development. 


“Year-Eadcr’ Evaluates Challenges Facing UN 
OW3112011194 Beijing XINHUA in English 0014 
GMT 31 Dec 94 


[““Year-Ender”: “U.N. Faces New Challenges” — 
XINHUA headline] 


[FBIS Transcribed Text] United Nations, December 30 
(XINHUA)—The end of the Cold War has pushed the 
United Nations to the center stage of international 
affairs, while this sole and unique world body still faces 
new and numerous challenges in today’s changing world. 


The 49th Session of the United Nations General 
Assembly has so far adopted 295 resolutions covering a 
variety of issues facing the world today, ranging from 
peace-keeping operations in hot spots, disarmament, 
development, crime, drugs and financial crisis of the 
organization. 


In the past year, for instance, the Security Council alone 
met 395 times, adopted 155 resolutions or presidential 
Statements and reviewed 1,500 reports on regional con- 
flicts around the globe. 


“This heavy load of work,” said one UN Official,” is 
unprecedented.” 


The UN Secretary-General Butrus Butrus-Ghali 
observed in his annual report “the agenda presented to 
the United Nations by today's world is greater in com- 
plexity and scale than at any other time in the history of 
the organization.” 


As delegates to the current General Assembly assessed 
the achievements of the world body in terms of securing 


international peace and promoting development, they 
also ‘oresaw new challenges in the years ahead. 


Peace-keering operations in hot spots remains one 0: \*e 
~fucial tests to the organization's capability to effectively 
maintain world peace and security. Over the recent 
years, the United Nations has almost overperformed 
itself with peace-keeping missions as the regional con- 
flicts have multiplied. 


The UN has placed at 17 hot spots 70,000-strong peace- 
keepers drawn from 83 nations, at an annual cost of 
nearly four billion US. dollars. 


Experience indicates that the UN Peace-keeping opera- 
sion is useful under certain circumstances, but its abuse 
threatens to confound solutions and undermine the UN 
credibility. 
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It also shows that the best option is to bring together the 
warring parties to negotiating table for peaceful settle- 
ment. 


Delegates from various countries are of the view that the 
UN should take a measured approach to peace-keeping 
operations, making it sure that they are in keeping with 
the UN Charter provisions. The UN should guard 
against any abuse by big powers to further their own 
interests in the disguise of the UN Peace-keeping oper- 
ations. 


How to handle development and other global issues such 
as crime, drugs, refugees, population and environment is 
another facing the world body. Following the 
end of the Cold War, people tend to have higher expec- 
tations of the UN in dealing with problems global in 
nature since there is no other international institutions 
that can do the job. 


For years, member states have complained that the UN 
had paid excessive attention to peace-keeping so as to 
neglect development, the root course of the present 
widespread turmoil. There will be no stability in the 
world, they argued, if the gap between the north and 
souih continues to widen. 


Many speakers at UN meetings gave favorable com- 
ments to the “Agenda for Development" submitted by 
the Secretary-General to the General Assembly. The 


Agenda outlines development strategies for the coming 
decades. 


Under one resolution, the General Assembly set up an 
open-ended working group to finalize the document for 
further deliberations. 


Delegates from the developing countries appeared, how - 
ever, concerned that developed nations’ linkage of 
econymy with political matters such as human rights and 
labor conditions could stymie their drive for a healthy 
growth. It remains to be seen whether the UN can help 
foster a true international cooperation to enable the poor 
nations to get funds from and market access to the 
industrialized world. 


The third challenge is the structural reform of the UN by 
itself. 


At the current General Assembly, the world body 
admitted the Pacific island nation Palau, the last 
remaining territory under the UN Trusteeship system, 
bringing the total number of UN member staies to 185. 


Founded 49 years ago, the UN member states have 

n from 51 to 185 up to date. It is imperative for the 
UN to institute a reform so that it can mirror the 
changed world. 


But views differ when it comes to concrete proposals. “It 
is hard to have more than 100 individuals agree on one 
thing,” one UN diplomat said. 
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The current General Assembly decided, in one of the 
resolutions, to hold a commemorative mecting for the 
organization's SOth anniversary 2 =*e¢ UN headquarters 
from October 22 to 24, 1995. 


While nations throughout the world are making prepa- 
rations for this grand occasion, the general public is 
confident that the organization will make a greater 
contribution to the maintenance of world peace and the 
promotion of global development in the years to come. 


United States & Canada 
Factorics Closed for 
an me Copyright 


HK0301134895 Hong Television Broadcasts 
Limited in English 1200 GMT 3 Jar 95 


[From the “News at 8:00" pre gram] 


[FBIS Transcribed Text] A court in Guangdong has 
ordered the closure of three factories for copyright vio- 
tation. The move follows the threat of a Sino-U S. trade 
war after the breakdown of talks over Americar. intcilec- 
tual property protection in China, but as Jenny Lam 
reports, the sale of pirated materials is still rife in China, 
and businessn.en warn sanctions can only make things 
worse. 


[Begin recording] [Lam] On the streets of Beijing, pirated 
recordings of Michacl Jackson, Madonna, and other 
American favorites are widely available at close to 
nothing. 


[First unidentified man, in Mandarin] How much” 
[Unidentified salesman, it Mandarin] Fifteen yuan. 
[First man] Why so cheas | 

[Salesman] Naturally it is a pirated product. 

[First man] Where did you get this? 

[Salesman] Guangdong and Shenzhen. 


[Lam] The U.S. plans to impose sanctions on China for 
failure to clamp down on copyright violation. In return, 
China will stop the import of videos and TV programs 
from the US., plus stamp a 100 percent tax on laser 
discs. But at Beijing's biggest outlet of the real thing from 
the U.S., they expect the measures can only worsen the 
situation. [Video shows a high-rise building, a sign reads: 
“China National Import and Export Corporation” | 


[Second unidentified man, in Mandarin] But for those 
who are engaged in speculation, once they have stock- 
piles there is no problem, so their prices are lower than 
ours. 


[Lam] If the American sanctions come into force, $2.8 
billion worth of Chinese-made goods will be affected, but 
U.S. investors in China may be hit even harder, with a 
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fifth of the world’s population unable to lay their hands 
on a taste of the American dream. 


Article Vicws “Wcakcning’ Status of US. 
HK0401074495 Beijing LIAOWANG in Chinese No 52, 
26 Dec 94 pp 15-16 


[One of series of “special reports” entitled “World 
Wants Peace and Economy Wants P for 1995" 
by Wang Jisi (3769 4874 1835), director of the Noah 
America Institute of the Chinese Academy of Social 
Sciences: “United States: Status as Only Superpower Is 
Weakening’’} 


[FBIS Translated Text] Adjustments in US. foreign 
policy always :ake place a year after a new President 
office, because by that time he is less subject to the 

. sints of promises made during the clection cam- 
pa’, and there is also a long period before «he neat 
ro nd of elections, therefore, he can ponder song-term 
ategies and lisven more to the opinions of foreign 
affairs experts. The year 1994 was the second year of the 
Clinton administration and was a year of relatively 
stable political development in the post-Cold War world. 
In judging the status and role of the United States in the 
contemporary world by looking at U.S. diplomatic 


Strategy in 1994, a clear pattern emerges. 


Bill Clinton visited Europe in carly 1994 aud visited the 
Middle East in October. In November, he went to 
Jakarta to attend the Asia-Pacific Economic Coopera- 
tion [APEC] forum, and in December he participated in 
the Americas summit. By then, U.S. foreign affairs had 
become vigorous on all fronts. Shortly after taking office 
Bill Clinton stress 4 that his central task was to revitalize 
the economy at home and solve soci! problems. Now, he 
has discovered that domestic problems are closvly linked 
and inseparable form international problems. For 
example, the reason why the Haiti problem was so urgent 
was because there was a need to safeguard US. leader- 
ship status in the Americas, real pressures from the 
influx of a large number of refugees to the United States, 
and considerations to raise ratings in the mid-term 
elections at home. In 1994, Bill Clinton paid more 
attention to a balance between domestic and foreign 
affairs and increased the weight of foreign affairs. How- 
ever, since the Cold War, the ability and will of the 
United States to intervene overseas has decreased, and 
this is an irreversible trend. 


Over the past year, US. diplomatic activities have 
centered on the nation’s global economic and security 
interests. Although the Clinton administration still says 
that it “cares about human rights” everywhere, in the 
actual operation of foreign affairs, a pragmatic color 
became more evident. This point was most visible in 
U.S. policy toward Asia. On 26 May, Bill Clinton 
declared the separation of “human rights” from trade in 
relation to China's most-favored-nation trade status, and 
this, in fact, was an admission that in the face of a huge 
economic partner like China it was ineffective to attach 
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“human rights” conditions to bilateral trade. in handling 
the DPRK nuclear issue, the US. stance changed from 
rigid to flexible, and both sides increased diplomatic 
contacts. At the informal APEC summi: in Indonesia, 
Bill Clinton did not mouth high-sounding words about 
the areas of “democracy and human rights.” Of course, 
when we say that US. foreign policy is becoming prac- 
tical, we do not mean that the United States will refrain 
from promoting its values in the world; what we mean is 
that US. ideological expansion will adopt move covert 
methods instead of overbearing methods. 


Judged from its diplomatic tricks, the United States is 
using economic levers more to develop political rela- 
tions, while also using political relations to pursue eco- 
nomic interests. For example, in its relations with 
Russia, it proposed the formulation of a “plaa for 
relations of commercial partners” iv exert more influ- 
ence on Russia's political future. After the U.S.-DPRK 
talks on the nuclear issue made progress, the United 
States immediately promised giving some kind of eco- 
nomic compensation to the DPRK in return for the 
termination of its nucicar program. On the other hand, 
in facing its strategic opponents, the United States insists 
On maintaining military pressure and even threatens to 
use force, saying that it will not hesitate to use force 
when necessary. se disturbances have subsided and 
emerged intermittently in various parts of the world 
since the end of the Cold War, the United States has 
found it very difficult to further reduce its military 
expenditures and military presence overseas. No matter 
whether it is the use of cconomic means or military 
pressure to reach its goals, the United States will have to 
increasingly rely on multilateral diplomacy and the 
strength of international organizations. 


To conclude, Bill Clinton's foreign policy cannot but pay 
attention to handling balanced relations in five areas: a 
balance between domestic affairs and intervention over- 
seas, a balance between the pursuit of actual interests 
and ideo)ogical expansion, a balance betweer economic 
and political means on the one hand and military means 
on the other, a balance between multilateral diplomacy 
on the one hand and unilateral action, as well as bilateral 
diplomacy, on the other, and a balance between policy 
toward the Asia-Pacific region and policy toward 
Europe. In all these contradictions and relationships, an 
inclination is found toward the ‘or» or. A conclusion is 
thus reached: The United Statc: status as the only 
superpower in the world is weake «ng. 


Several years ago, analysis observed that the economic 
gaps between the United States and Japan and between 
the United States and Europe was narrowing, therefore, 
the status of the United States in the world was 
declining, and they predicted that by 2010, Japan's 
economy would have surpassed the U.S. economy. In the 
past one or two years, some people have observed tat 
economic recovery in the United States began earlier 
than in Japan and Europe and that the nation was taking 
the lead in many high-tech arcas compared with other 
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developed countries, therefore, they said that the United 
States had not declined and predicted that the gap 
between the United States and Japan would widen. In 
my opinion, it is insufficient to observe the rise and fall 
of a major country just from the economic angle; fur- 
thermore, economic cycles among various countries in 
the West are not synchronous and it is groundless to 
predict long-term results from short-term economic 
data. For decades, the United States has always 
accounted for about 25 percent of the world’s total GNP. 
In the years to come I am afraid that this proportion will 
not fluctuate ..o much. 


However, judged from the diplomatic and political 
domain, the decline of the United States in terms of its 
status and role in the world is relatively obvious. First, 
because many developing countries have a bigger say in 
world affairs and the self-determination trend has also 
strengthened, the political influence of the developed 
Western countries is generally decreasing. Second, since 
the end of the Cold War, the role of economic factors in 
world affairs has grown, while the role of military 
strength has shrunk, and opportunities for the United 
States to use its superior military power to achieve its 
diplomatic goals have decreased. Third, national cohe- 
siveness, the force that brings ethnic groups together, 
and political self-confidence in the United States are 
declining, and the general public have no trust in those in 
power and find the bipartisan struggle increasingly 
boring. Inside the United States, various social problems 
have become more acute, and these are more difficult to 
solve than economic problems. This situation was par- 
ticularly prominent in the 1992 presidential elections 
and the 1994 mid-term elections. From now on, no 
matter whether it is the Democratic Party or the Repub- 
lican Party running the administration, the U.S. Govern- 
ment is a government in a weak position. A government 
which is indecisive and divided in domestic affairs will 
see its prestige fall in international affairs. The U.S. 
image as a “democratic model” and “melting pot of 
nations” has already suffered great damage. 


The relative weakening of the United States in the world 
does not mean that other great powers will see a rise in 
their status. Since the end of the Cold War, various 
countries have shifted their attention to internal affairs; 
therefore, in some regions and in some international 
issues, a vacuum has emerged to a certain extent. Some 
of these power vacuums have been filled by nonstate 
forces, such as ethnic groups, nongovernmental organi- 
zations, transnational companies, and religious forces, 
therefore, many tendencies have appeared, such as the 
emergence of separatist and pro-independence senti- 
ments in many regions, weakening government strength, 
and serious social problems. The emergence of these 
global problems must be analyzed when we observe the 
foreign relations and international status of the United 
States. 
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Central Eurasia 


China Orders K-Class Diesel Submarines From 
Russia 

HK0401090895 Hong Kong LIEN HO PAO in Chinese 
4Jan 95 p19 


[Dispatch from Taipei: “China Places an Order With 
Russia for Three K-Class Submarines”’} 


[FBIS Translated Text] Some naval brass hats here verified 
that the Beijing authorities had already placed an order for 
three K-class Model 877 diesel-driven submarines, having 
noise-suppression capability and speed under water t. \t 
approach Western standards. It is not certain whether the 
Chinese side will imitate the model in mass production on 
its own, but the attempt by the mainland authorities to 
update their old and outmoded diesel-driven submarines 
is making itself keenly felt. 


Last year, overseas intelligence kept saying that main- 
land China had placed order for three or four K (kilo)- 
class large-size diesel- driven offensive submarines, 
code-named by NATO, but it was not known whether 
they would be the earlier-phase “Model 877,” or the 
most up-to-date “Model 636.” Although this batch of 
submarines has not been delivered, the international 
community believes that it will form a threat to the 
security of entire maritime transportaiion on the West 
Pacific Ocean. 


A naval brass hat here indicated that mainland China is 
accelerating its naval modernization, aiming to develop 
its offshore defense-type navy into a regional oceanic 
navy. The Chinese side is not contending for dominance 
with the U.S. and Russian navies, which have strength 
on the seven seas, but will exert efforts to extend its 
strength to Japan, the Ryukyu Islands, Taiwan, the 
“Pacific island chain”’ of the Philippines, and eventually 
the Western part of the Pacific, while setting up a naval 
base in Burma, with its influence entering the Indian 
Ocean to contend with India. 


It was learned that mainland China’s order for the three 
K-class submarines cost about $750 million, and the 
bulk of its payment will be made in the form of barter. 
The bulk of the payment for the 26 Russian-made Su-27 
fighters sold to mainland China and in active service 
today, was made in the same way. Another source 
indicated that the number of submarines in the recent 
purchase was four instead of three. It is generally 
believed that Beijing will simultaneously require the 
import from Russia of technology and personnel to build 
K-class submarines in China’s own dockyard to replace 
its 80-odd outmoded M-class, and R-class diesel-driven 
submarines, which have typically high noise levels, and 
to become the main force of the mainland’s conventional 
power-driven submarines. The Russians were not happy 
about the small number of submarines in the mainland’s 
recent purchase, and believed that in view of the scope of 
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mainiand’s conventional power-driven naval subma- 
rines and their being outmoded, it was obvious that the 
Chinese side would follow the old method of “‘copying in 
production.” 


In addition, by reading satellite photos, a U.S. intelli- 
gence unit found that mainland China launched its 
updated diesel-driven submarine from Wuhan Ship- 
building Work last May, the first in 20 years. It could be 
named the Wuhan-C, and has a length of approximately 
75 meters, and the breadth of its board is approximately 
8.4 meters. Like the K-class submarine, it has a tear-drop 
shaped hull, and an advanced design of its seven turbo- 
blades, which are curled, with a unique angle that is 
capable of effectively reducing “noise.” This is the first 
time such turbo blades have been applied to the main- 
land’s submarines. At present, it is not known whether or 
not the quality of the Wuhan-C is superior to the Russian 
K-class. The Americans believe that the Chinese side 
might develop the Wuhan-C submarine as the main 
force, while refraining from copying the K-class. The real 
worry of Americans is that Beijing will dump these 
low-noise submarines on the Third World at a low price. 


PRC-Kazakhstan Sign Agreement on 
Technological Ties 

SK0301062395 Beijing XINHUA Domestic Service in 
Chinese 2047 GMT 30 Dec 94 


[FBIS Translated Text] Almaty, 30 Dec (XINHUA)— 
On 30 December in Almty, the PRC Government and 
the government of Kazakhstan signed an agreement on 
scientific and technological cooperation. 


According to this agreement, both contracting parties are 
ailowed to exchange scientific and technological groups, 
scholars, and specialists as well as scientific and techno- 
logical information and data, samples of products and 
materials, patented technologies, and licenses; to orga- 
nize scientific and technological symposiums, confer- 
ences, and exhibitions; and to jointly develop scientific 
research projects. 


The governments of the two countries will encourage and 
promote their government organs, universities, scientific 
research organizations, private companies, and other 
Organizations to sign contracts on direct cooperation. 


On behalf of the governments of the two countries, Chen 
Di, Chinese ambassador to Kazakhstan, and Shkolnik, 
Kazakh minister of science and new technologies, 
respectively signed the agreement. 


Northeast Asia 


Murayama Intervicwed on Sino-J apanesc Tics 
OW0101110095 Beijing XINHUA in English 1043 
GMT 1 Jan 95 


{[FBIS Transcribed Text] Tokyo, January 1 (XIN- 
HUA)—Japanese Prime Minister Tomiichi Murayama 
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promised today that he will continue his efforts to 
develop good Sino-Japanese relations in 1995. 


The prime minister told XINHUA reporters that devel- 
oping good Sino-Japanese ties is one of his cabinet’s 
basic policies, which is vital to the two nations as well as 
to peace and stability in the Asian-Pacific region. 


Murayama said that last year witnessed frequent meet- 
ings between leaders of the two countries, including his 
meeting with Chinese Fresicco7* siang Zemin in Jarkata 
last November. 


Economic relations and cooperation between the two 
countries were strengthened as well, he said, citing a 
record-high bilateral trade volume last year. 


As for Japan’s invasion of its neighbors in World War 
Two (WWII), the prime minister said the war had 
inflicted great losses on the Japanese peopie. 


Moreover, he added, Japan’s invasion and colonial rule 
had brought unbearable sufferings and sadness to peo- 
ples of its neighboring countries. 


The prime minister said that In 1995, the 50th anniver- 
sary of the end of WWII, Japan will renew its resolution 
to keep the promise of not launching a war of aggression 
again and continue making contribution to world peace. 


Japan would like to play a creative role in peacefully 
settling regional conflicts, promoting international dis- 
armament and assisting developing countries, he said. 


‘Roundup’ Revicws ‘Political Turbulence’ in J apan 
OW3112054194 Beijing XINHUA in English 0457 
GMT 31 Dec 94 


[“Roundup” by Zhang Huanli: “A Year of Political 
Turbulence in Japan’’} 


{[FBIS Transcribed Text] Tokyo, December 31 (XIN- 
HUA)— The dramatic changes taking place within Jap- 
anese political parties—in or out of power—in the past 
year have been violently shaking Japanese political cir- 
cles with all the turbulence similar to that caused by a 
recent earthquake. 


Since the beginning of the year, the Japanese parties 
have quickened their pace of continually splitting and 
recombining. Eight months after the Liberal Demo- 
cratic Party (LDP) was ousted from its 38 years of 
uninterrupted power, the coalition government of 
former Prime Minister Morihiro Hosokawa resigned on 
April 8, despite enjoying considerable short-term sup- 
port. Just before Hosokawa’s successor Tsutomu Hata 
appointed the second non-LDP cabinet, breakaway 
members of the coalition parties established a new 
faction in Parliament in an effort to weaken the Social 
Democratic Party (SDP), the largest member of the 
coalition. 


Hata’s coalition soon became a minority government 
following the withdrawal of the irritated SDP and the 
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Sakigake (Pioneer Party) and he was forced to ccep down 
and dismiss his two-month-old cabinet on June 25, just 
prior to a no-confidence motion in the lower house of 
parliament. 


The largest opposition party, the LDP, immediately 
swept back to power in a coalition with Prime Minister 
Tomiichi Murayama’s SDP and the Sakigake. It played 
an obvious leading role in the new coalition. 


The LDP and SDP, forming an alliance after almost 40 
years of rivalry, realized that they had to move closer in 
policies to maintain the coalition. But their attempt 
caused splits within both parties. 


The unprecedented changes of SDP policies since 
Murayama came to power sped up party factionalism. A 
former chairman gathered most of the right-wingers and 
middle elements under a “New Democratic Union” and 
was supported by Secretary-General Wataru Kubo, who 
also suggested that the group be reformed into a “New 
Democratic Liberal Party”. 


In order to reunite the party, the SDP opened a meeting 
of its leadezs all over the country on Deceaber 18 in 
Tokyo. 


At the meeting, the SDP decided to hol a provisional 
representative assembly as soon as po: ible to define 
principles for its “Declaration of 1995’ and the estab- 
lishment of the “‘New Democratic Liberal Party”’. 


Murayama stressed at the meeting that the SDP should 
make concerted efforts to resolve issues concerning the 
establishment of the new party. 


Meanwhile, in order to contend with the ruling coalition, 
Ichiro Ozawa and former Prime Ministers Tsutomu 
Hata and Toshiki Kaifu—all ex-Liberal Democrats— 
have been trying to move toward a system of two 
dominant parties. 


FBIS-CHI-95-002 
4 January 1995 


And the new election law, which took effect on 
December 25, had also driven the other opposition 
parties—except for the Communists—to unite into a 
large party because small parties were in disfavor under 
the new election system of single-seat constituencies and 
proportional representation. 


After months of consultation, nine opposition groups, 
including the Democratic Socialist Party, the Japan New 
Party and the Komeito (Clean Government) party, 
announced on December 10 the establishment of a New 
Frontier Party, with Kaifu as its chairman and Ozawa as 
secretary -general. 


The new party controlled 215 seats in both houses of 
Parliament and ranked as the second largest party in 
Japan after the Liberal Democrats. 


Challenged by the formation of the New Frontier, the 
ruling LDP has decided to give up internal factionalism 
as of January 1, 1995 in an effort to strengthen its 
cohesion. 


Losing the second place standing of their party, SDP 
leaders Murayama and Kubo have repeatedly said that it 
will form a third power by reforming itself into a new 
party, so as to create a system of three parties with 
balanced power. 


Actually, there are doubts about the cohesion of the New 
Frontier, whose members had been brought together 
only by their common aims of toppling the three-party 
coalition government. It remains to be tested in practice 
whether the new party will become a competitive power 
against the LDP. 


The doubts have been verified by a recent survey of 508 
parliament members. The survey, carried out by the 
MAINICHI SHIMBUN, showed doubts about the view- 
point that Japan has developed a system of two domi- 
ant parties. 

So, it is believed that the political turbulence in Japan 


will continue to shake Japan throughout the coming 
year. 
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Political & Social 


‘Nationwide Movement’ Against Pirated Products 
Urged 

OW0401084095 Beijing XINHUA in English 0820 
GMT 4 Jan 95 


[FBIS Transcribed Text] Beijing, January 4 (XIN- 
HUA)—The State Copyright Administration called 
today for a nationwide movement to boycott the pur- 
chase of pirated products in 1995. 


A spokesman for the administration asked the public not 
to frequent shops and stalls which are suspected of 
engaging in piracy. They should also be mobilized to 
follow up leads and collect evidence of acts of piracy and 
turn such things over to the authorities. 


“The characteristics of and harm caused by piracy will 
be revealed to the public through the mass media,” the 
spokesman said. 


China has established an advanced copyright protection 
system, but ordinary people are still lacking in copyrig’tt 
awareness, he noted, adding that this has abetted the 
actions of a market for those culprits. 


“However, more and more people will see the long-term 
benefits as they become aware of the fact that it is the 
nation and they themselves who will suffer the effects of 
piracy in the end,” he said. China’s stand against copy- 
right infringement will not change in spite of the failure 
of Sino-U.S. Talks on intellectual property rights on 
December 31 of last year. 


The spokesman also revealed the fact that China will 
revise its copyright law, which was implemented three 
years ago, in 1995 to adapt to the changing situation, 
adding that “The amendment will bring co-ordination 
between protecting owners of foreign copyrights and 
their Chinese counterparts, and will serve to protect 
some new rights.” 


He urged foreigners to take part in boycotting piracy and 
seek legal means to solve their problems, which is the 
“only right way”’. 


Although the United States has charged China with 
causing at least one billion U.S. dollars in losses from 
piracy, the Beijing Intermediate People’s Courts have 
only received some 20 suits filed by the United States, 
while the State Copyright Administration has heard only 
two in this area. 


Last year, China seized a total of 1.58 million pirated 
books and 2.2 million laser discs. 


Patcnt Protection To Be Intcnsificd 
HK0401112795 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 0625 GMT 28 Dec 94 


[FBIS Translated Text] Beijing, 28 Dec (ZHONGGUO 
TONGXUN SHE)—Gao Lulin, director of China’s State 
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Patent Bureau, recently pledged to step up administra- 
tion and law enforcement regarding patent protection to 
a new stage, with the focus on intensification of patent 
protection. 


Nearly 10 years have passed since the Patent Law was 
first introduced in China. Over the past 10 years, China’s 
patent authority has achieved great success in adminis- 
tration and law enforcement regarding patent protection. 
Statistics from 37 local patent authorities across the 
country show that by the end of October this year, a total 
of 2,305 cases of patent disputes have been rzised and 
processed, and over 87 percent of them have been wound 
up. Some problems remain unsolved, however—for 
instance, inefficiency in punishment of certain serious 
infringements, lengthiness of the processing and trial of 
patent dispute cases, and practices in some localities 
where offenses against the patent law are shielded. 


Gao Lulin pointed out: How efficiently patent is pro- 
tected inevitably will affect the extent and scope of 
foreign investors’ involvement in China’s economy, thus 
it will become one of the important factors affecting 
ffarts to open the country up to the outside world. 


For the moment, in intensifying law enforcement and 
protection regarding patents, China’s State Patent 
Bureau will start from the following aspects: Imposing 
more severe penalties on infringements of patent rights, 
introducing more administrative punitive measures 
against fakery, intensifying means for law enforcement, 
making proper arrangements to ensure smooth linkage 
between cases of disputes over infringement of patent 
rights and the procedures for declaration of invalidity of 
the patent right [wu xiao xuan gao cheng xu 2477 2400 
1357 0707 4453 1645], and expanding the jurisdiction of 
the authorities in charge of administration and law 
enforcement regarding patent protection. 


Deng Reportedly Visits Home Village in Sichuan 
HK0401042995 Hong Kong SOUTH CHINA 
MORNING POST in English 4 Jan 95 p 6 


[By Willy Wo-Lap Lam] 


[FBIS Transcribed Excerpt) Patriarch Deng Xiaoping 
paid 4 »rief visit to his home province of Sichuan in the 
middle of iast month. 


Sources close to the Deng household said that the 90- 
year-old senior leader was still fit to travel by train. 


They said it was probable that he would travel to 
Shanghai for the Lunar New Year, which falls on Jan- 
uary 31. 


The sources said, however, that as the state of his health 
was uncertain, the family members were not sure 
whether Mr Deng should put in a public or television 
appearance. 
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They added it was possible that, bowing to the request of 
the Beijing municipal leadership, Mr Deng would spend 
his first Lunar New Year since June 4, 1989, in the 
capital. 


Political analysts said that since Beijing and Shanghai 
had the best medical facilities in China, the fact that Mr 
Deng felt confidant to travel to Sichuan attested to his 
relatively good health . 


It is »derstood that Mr Deng stayed about six days in 
Sich. ,and that he spent most of this time in his native 
village in Guangan County. 


Most of Mr Deng’s close relatives have moved out of the 
southwestern province, and the patriarch is not reported 
to have visited his home village since he came to power 
in late 1978. 


The analysts pointed out, however, that it fitted the 
psychology of an old man to see his native town in the 
last phase of his career. 


Western diplomats in Beijing said Mr Deng would 
refrain as much as possible from speaking out on policy 
in 1995 in keeping with his strategy for a smooth 
transition. His pronouncements in 1994 on issues 
ranging from reform measures to Hong Kong and 
Taiwan were markedly fewer than those in 1992 and 
1993. 


The diplomats said the patriarch was convinced that the 
post-Deng leadership with President Jiang Zemin at its 
core could weather the challenge to the administration. 
Moreover, Mr Deng and his family had acquiesced in the 
fact that Mr Jiang had started an extensive campaign to 
“learn from Deng thought” with the purpose of consol- 
idating the President's legitimacy as Mr Deng’s chosen 
heir. [passage omitted] 


Officials Deny Deng Visit 


HK0401091895 Hong Kong AFP in English 0908 GMT 
4 Jan 95 


[FBIS Transcribed Text] Beijing, Jan 4 (AFP)— Chinese 
officials denied a report in the Hong Kong press 
Wednesday that 90-year-old paramount leader Deng 
Xiaoping made a train ride to his home village in 
Sichuan province :ast month. The report, carried in the 
South China Morning Post (SCMP), ran counter to 
growing speculation that the patriarch may be in ter- 
minal decline. 


The spokesman, reached by telephone in Chengdu, 
denied the SCMP account, saying: “This rumour is also 
going around the region, but it is completely wrong.”’ An 
official in the Sichuan district of Guang An, where 
Deng’s home village of Paifeng is located, separately 
said: ‘I can assure you that Deng Xiaoping never came 
here.” Deng left Paifeng in 1916. 


The SCMP, which carried the byline of one of Hong 
Kong’s most authoritative writers on China, Willy Wo- 
Lap Lam, said Deng spent about six days in Sichuan in 
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the middle of last month, most of the time in Guang An. 
“Sources close to the Deng household said that the 
90-year-old senior leader was still fit to travel by train,” 
the story said. “They said it was probable that he would 
travel to Shanghai for the Lunar New Year, which falls 
on January 31.” 


Deng was last seen by the Chinese public 11 months ago, 
during a brief television report tor the Lunar New Year 
festival. He was shown at a small ceremony in Shanghai, 
supported by two of his daughters, looking very frail. 
Since then, persistent rumours of Deng’s demise have 
shaken the Shanghai, Shenzhen and Hong Kong stock 
markets, despite repeated denials by the Deng family. 


Li Langing Speech on Studying Deng Theory 
OW0301050495 Beijing XINHUA Domestic Service in 
Chinese 2115 GMT 22 Dec 94 


(“Sum ming-Up Speech Delivered by Li Lanqing at the 
Forum on Studying the ‘Selected Works of Deng Xiaop- 
ing’ and the Theory of Building Socialism With Chinese 
Characteristics” — XINHUA headline] 


[FBIS Translated Text] Beijing, 23 Dec (XINHUA)— 
Comrades: 


The forum on Studying the “Selected Works of Deng 
Xiaoping” and the theory of building socialism with 
Chinese characteristics will close today. With the kind 
attention and guidance of the Party Central Committee, 
and with the concrete organization by the central depart- 
ments concerned and the concerted efforts made by all 
delegates, the forum has been convened successfully. It 
has become a meeting for the exchange of experiences in 
studying, and reviewing research results; for further 
unifying understanding, and for deepening the study, 
research, and propagation of the theory on building 
socialism with Chinese characteristics. The forum was 
not scheduled to last a long time, but it has made great 
achievements and, in particular, is of great significance 
to our future work. As a brief summing-up of this 
meeting, I would like to discuss three questions. 


1. On The Achicvements of The Forum 


Over the past few days, the more than 200 delegates from 
various parts of the country, central departments con- 
cerned, and the People’s Liberation Army have heard 
Comrade Hu Jintao’s important report and the speeches 
made by Comrades Bo Yibo and Hu Sheng. The meeting 
has invited leading comrades of various departments 
concerned to discuss such special topics as how to study 
thoroughly and understand comprehensively and accu- 
rately Comrade Deng Xiaoping’s theory on building 
socialism with Chinese characteristics, how to uphold 
the ideological line of emancipating the mind and 
seeking truth from facts, how to uphold the party's basic 
line, how to strengthen party-building, how to promote 
reform, opening-up, and economic development, and 
how to build the two civilizations simultaneously. It has 
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asked comrades from Shanghai, Shandong, ard Guang- 
dong to repos! on their experiences in studying the 
theory and applying it to practical work. The meeting 
conducted a more concentrated discussion on a series of 
important theories, including the basic theory on 
building socialism with Chinese characteristics, the 
theory of the socialist market economy, the theory of 
building a spiritual civilization, and the party-building 
theory. It has set a clear and definite task of arming tue 
whole party with scientific theories. The meeting has 
generated an atmosphere of unity and vigor and of 
stressing practical results. Such an atmosphere is com- 
mendable. 


Our current meeting's achievements can be seen in the 
following areas: 


First, it has further heightened the participants’ aware- 
ness in reading, studying, and propagating Deng Xiaop- 
ing’s theory on building socialism with Chinese charac- 
teristics. The greatest success which the party has 
achieved in the theoretical field since the Third Plenary 
Session of the 11th CPC Central Committee has been the 
success in forming and developing the theory of building 
socialism with Chinese characteristics, proceeding from 
the objective fact that China is at the initial siage of 
socialism, after helping people gradually understand the 
most important theoretical questions “what is socialism, 
and how do we build socialism” on the basis of summing 
up historical experience in building socialism and fresh 
experience gained in launching reforms and opening up. 
The 14th national party congress pointed out clearly that 
the theory of building socialism with Chinese character- 
istics constitutes an inheritance and development of 
Marxism-Leninism-Mao Zedong Thought, and that 
studying Deng Xiaoping’s theory of building socialism 
with Chinese characteristics is the main assignment for 
studying Marxism-Leninism -Mao Zedong Thought; and 
the congress solemnly put forth the mission of arming 
the whole party with the theory of building socialism 
with Chinese characteristics. Comrade Jiang Zemin 
pointed out: “To attain the goal of arming the whole 
party with the theory of building socialism with Chinese 
characteristics, we must continue to heighten our aware- 
ness, our study should be even deeper, we must continue 
to work hard to guide our work with this theory, and 
party organizations at all levels must continue to do a 
great deal of painstaking and meticulous work.” Calling 
this an infrastructural project in the “great engineering 
work” of party-building during the new period, the 
Fourth Plenary Session of the 14th CPC Central Com- 
mittee decided that study of the theory of building 
socialism with Chinese characteristics and the party 
constitution should be launched among all party mem- 
bers in a planned and systematic manner over a period of 
three years, beginning immediately. The decisions of the 
14th national party congress and the Fourth Plenary 
Session of the 14th CPC Central Committee, which 
reflect the practical need and the people’s interests, have 
a decisive significance for our party’s and the country’s 
long-term peace and stability. We are glad to see that, 
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during the preparations for and the convening of this 
forum, practical and theoretical workers alike have 
enthusiastically submitted their dissertations, taken 
active part in theoretical study, and eagerly attended 
meetings, thereby demonstrating their great initiative in 
reading, studying, and propagating Deng Xiaoping’s 
theory of building socialism with Chinese characteris- 
‘ics. This is an extremely gratifying phenomenon. 


Second, the forum has helped people better understand 
China’s socialist modernization as a whole. When we 
study Deng Xiaoping’s theory of building socialism with 
Chinese characteristics, not only should we study Com- 
rade Deng Xiaoping’s strategic thought and theoretical 
viewpoints, but also his attitude toward, viewpoints on, 
and methods in studying new situations and solving new 
problems. When observing Chinese and world issues and 
past, present, and future situations, Comrade Deng 
Xiaoping always does so through a strategic perspective 
and takes the situation of the whole into consideration. 
This is something we should seriously study and to which 
we should pay attention. In the light of the theory of 
building socialism with Chinese characteristics and the 
basic line characterized by “one center, two basic 
points,” the party Central Committee has urged the 
whole party to correctly handle the relationship between 
reform, development, and stability, focusing on the 
general requirement of ‘seizing opportunities to deepen 
reform, open-up to the outside world, expedite develop- 
ment, and maintain stability” so as to bring about 
sustained, rapid, and healthy national economic devel- 
opment. The party Central Committee has also empha- 
sized that projects launched today and in the future must 
serve this general requirement and take it into consider- 
ation. In add’tion to expounding the theory of reform, 
developmer:, and stability and how they are related, the 
current forum has also driven home the idea of the 
general rejuirement while discussing all kinds of contra- 
dictions, issues, and problems in real life, thus height- 
ening people’s understanding of the general requirement. 
This is another extremely gratifying phenomenon. 


Third, through the forum, we have further raised the 
level of theoretical research and strengthened the work of 
arming people with the theory. Deng Xiaoping’s theory 
of building socialism with Chinese characteristics is the 
spiritual pillar for the whole party and Chinese people of 
all nationalities; as well as the most powerful ideological 
weapon and reliable guarantee for us to overcome diffi- 
culties, ensure a good job in our work, and continuously 
advance reform, opening up, and the modernization 
drive. The theory is rich in content, profound in 
meaning, and wide in coverage. So far, we have made a 
good beginning in the study, research, and dissemination 
of this scientific theory. Meanwhile, we must make 
unswerving efforts to further implement the task of 
promoting the study of the theory in depth and in width. 
The 100 theses selected by the forum involve Comrade 
Deng Xiaoping’s thinking on politics, economics, cul- 
ture, science and technology, education, party building, 
the military, and foreign affairs; and basically reflect the 
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latest achievements nationwide in the study and research 
of the theory of building socialism with Chinese charac- 
teristics. It is particularly necessary to mention that the 
authors of the theses are either professional theoretical! 
workers or cadres with leadership responsibilities, 
including senior cadres of party, government, and mili- 
tary organizations; and that the contents of the theses 
include discussions of the basic theory as well as sum- 
maries of practical experience. Thercfore, in expounding 
and verifying the scientific system and basic viewpoints 
of Deng Xiaoping’s theory of building socialism with 
Chinese characteristics, many articles have selected new 
meaningful titles, and provided a more practical and 
thorough analysis of the theory. This proves the party 
Central Committee’s requirements that it is necessary to 
integrate theoretical studies with practice, to understand 
systems, to grasp the essence, and to strengthen the work 
of arming people with this theory are correct, and also 
proves that the masses of cadres and theoretical workers 
are consciously working hard to carry out the Central 
Committee’s requirements. We should continue to 
uphold and encourage this type of study style. 


In short, this forum will have a positive effect on 
encouraging theoretical circles as well as the whole party 
to make good preparations for the study, research, and 
dissemination of Deng Xiaoping’s scientific works and 
theory. 


= Se Semen the Work of the S Research, and 
nation of Deng Deng Xiaoping’s Theery of Building 
Socialis with Chinese Characteristics 

In his important speech made at the opening ceremony, 
Comrade Hu Jintao called on us to have a good under- 
standing of Deng Xiaoping’s theory of building socialism 
with Chinese characteristics and to further deepen the 
work of the study, research, and dissemination of the 
theory. He made some explicit suggestions in this regard. 
He noted that in theoretical studies, it is necessary to 
give better guidance, grasp the main points, and continue 
to deepen the studies, and that it is necessary to 
Strengthen theoretical research and dissemination, to 
persist in reality, and to work hard in improving effi- 
ciency. 


It should be understood that deepening the theoretical 
study, research, and dissemination is needed by the great 
practice of reform, opening up, and the modernization 
drive. Comrade Deng Xiaoping is the chief architect of 
China’s reform and opening up policies. Practice since 
the Third Plenary Session of the 1ith CPC Central 
Committee has proved that the theory, line, principles, 
and policies put forward by Comrade Deng Xiaoping are 
correct. In particular, his important remarks made in 
1992 and the 14th National Party Congress have opened 
up a new historical stage for China's reform, opening up, 
and modernization construction. The 14th National 
Party Congress put forward the reform goal of estab- 
lishing the socialist market economic structure, and the 
Third Plenary Session of the 14th CPC Central Com- 
mittee further mapped out the basic framework for this 
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new economic structure. In line with this goal and 
framework, we have made decisive progress in reform of 
the macroeconomic structure this year. Next year, we 
will vigorously launch experiments and other coordi- 
nated reform in connection with establishing a modern 
enterprise system. Generally speaking, the situation of 
reform and opening up to the outside world is very good. 
Meanwhile, because establishing a market economy 
under the condition of socialism is an unprecedented 
move, we have also met with many new situations and 
new problems, which require that we answer these prob- 
lems correctly after conducting investigations and 
Studies under the guidance of the theory of building 
socialism with Chinese characteristics. Although some 
problems have been resolved in theory, in practice, a 
great deal of research work is needed for many opera- 
tional procedures, programs, and measures. The central 
economic work conference, which ended not long ago, 
analyzed the current economic situation and put forward 
the seven problems we must solve in our economic work 
in 1995, namely: It is necessary to resolutely check 
inflation; genuinely give priority to strengthening agri- 
culture; deepen reform of the economic structure with 
State-owned enterprises as the focal point; keep the 
excessive increase of consumption funds under control; 
open up wider to the outside world; and strengthen and 
improve macro regulation and control. In solving these 
problems, whether we solve them from a theoretical or 
policy approach or in practical work, we must, under the 
guidance of Deng Xiaoping’s theory of building 
socialism with Chinese characteristics, take into consid- 
eration the realities and characteristics in various areas 
and departments and try to solve them after a careful 
study. We should also vigorously publicize experiences 
in solving these problems. 


It should be understood that deepening theoretical study, 
research, and dissemination is needed to promote unity 
in understanding, and enhance consciousness and stead- 
fastness in implementing the party’s basic theory and 
basic line. Reforiua, opening up to the outside world, and 
modernization construction constitute a new revolution. 
In this profound social change, socialism has been con- 
solidated and developed; the overall strength of the 
nation has been enhanced; and the people’s living con- 
ditions have been improved. This has been experienced 
personally by the whole party and people of all nation- 
alities across the country. Meanwhile, in this profound 
social change, new contradictions, problems, and diffi- 
culties have emerged in the wake of structural changes, 
adjustments in interest patterns, and changes in con- 
cepts. All of these will inevitably be reflected in people's 
minds, and there will be interference from “‘left"’ and 
right erroneous ideas. This requires that we analyze these 
contradictions and problems one by one and answer 
them convincingly. Comrade Jiang Zemin has frequently 
instructed us to spend a little more time on studies. In 
particular, comrades engaged in practical work should 
heighten their consciousness of study. Only by studying 
conscientiously and understanding profoundly what we 
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study; persisting in making Deng Xiaoping’s theory of 
building socialism with Chinese characteristics our 
guide; conducting thorough investigations; emphasizing 
facts and reasons; convincing people with reasons; 
moving people with enthusiasm; dispersing misunder- 
standings; and clarifying muddle- headed concepts, can 
we enhance our understanding, think and act in compli- 
ance with the party’s basic theory and basic line, unite 
into a single force, and struggle with one heart and one 
mind to build a strong, democratic, and modern socialist 
country. 


It should also be understood that deepening the study, 
research, and dissemination of theories is also needed by 
the new “great project” of party building in the new 
period. The Fourth Plenary Session of the 14th CPC 
Central Committee stressed that it is necessary to con- 
tinue to place ideological building ahead of party 
building and to deepen the study of the theory of 
building socialism with Chinese characteristics. An 
important issue is that party cadres at all levels must 
attach importance to theoretical study and persist in 
studying theories well. As a large number of young cadres 
have assumed leading positions, their ideological and 
political level will have a bearing on the fulfillment of the 
historical mission the party is shouldering, as for the 
party’s high-ranking cadres, the Fourth Plenary Session 
of the 14th CPC Central Committee has set the require- 
ment that they be statesmen who have strong political 
faith, a wide horizon, a broad mind, strong leading 
ability, and fine work style. Their theoretical level, 
thinking ability, and political steadfastness have a direct 
bearing on the future and destiny of the party and state. 
If our party has a large number of cadres who can master, 
systematically and not partially and really and not emp- 
tily, the theory of building socialism with Chinese char- 
acteristics and skillfully apply this theory in studying and 
solving major problems, the party will be able to enhance 
its skills in ruling as a ruling party and its skills in 
building and governing the nation; and the party's basic 
line will be unswervingly implemented under any cir- 
cumstances. 


In order to deepen the study and research of theory and 
achieve practical results, the important thing is to further 
strengthen our leadership over theoretical work. We 
should organize the study in a meticulous and solid 
manner. Propaganda departments of party committees 
and party schools at various levels and party organiza- 
tions of schools of higher learning and philosophical and 
social science research institutes should clearly under- 
stand the current situation and tasks, more consciously 
emancipate their minds, adhere to the ideology of 
seeking truth from facts and the principle of combining 
theory with practice, keep to constructive study, and 
adopt effective measures to promote the study, research, 
and propaganda of theory. 


We should raise the level of theoretical study in both 
range and quality. Leading cadres at and above county 
level should use Volumes 1, 2 and 3 of the “Selected 
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Works of Deng Xiaoping” as basic teaching material and 
scientifically study the theory of building socialism with 
Chinese characteristics by linking their study with the 
abundant practical experience in carrying out reform 
and opening up during the past 16 years, and with the 
important work of the party. Theoretical workers on the 
educational front should conscientiously compile Deng 
Xiaoping’s theory of building socialism with Chinese 
characteristics into teaching material for lectures during 
classes. We should use this great scientific theory with 
epochal significance to educate and arm our young 
peopie and children, and enable them to become out- 
standing people with “high ideas, moral integrity, a good 
general education, and a sense of discipline” so they can 
build socialism with Chinese characteristics in this and 
the next century. 


In publicizing the theory, we should further raise its 
scientific appeal. We should give full play to the role of 
party papers, party journals, and radio stations as the 
main forces in disseminating this theory. In particular, 
we should use television and other modern mass media 
to explore new w~ys to publicize the theory. We should 
adopt versatile and lively methods that are pleasing to 
the broad masses of party members in promoting the 
study and dissemination of the theory of building 
socialism with Chinese characteristics. 


In promoting theoretical research, we should further 
understand the main points and concentrate our efforts 
to raise the level of study. We should sum up experiences 
from the five theoretical research bases established 
according to the decision made by the party Central 
Committee, and achieve desirable results. We should 
also pay attention <o organizing and leading various 
research centers and research societies established by 
departments in various localities te achieve good results 
and cultivate talented people. In theoretical research, we 
should pay attention to joint research by different 
departments and hold discussions with the participation 
of leading cadres, experts, and workers. 


The study, research, and dissemijiation of the theory will 
promote and help each other. The propaganda depart- 
ments of party committees at various levels and all 
research bases and departments and units related to 
theoretical education, propaganda, and research should 
closely coordinate their study under the unified leader- 
ship of party committees; and strive to deepen the study, 
research, and dissemination of Deng Xiaoping’s theory 
of building soc‘alism with Chinese characteristics and 
make new cortributions to our country’s reform, 
opening up, and socialist modernization. 


3. On Strengthening the Training of Contingents of 
Marxist Theorists Under the Guidance of the Basic 
Theory and Line of the Party 


During the past 16 years since the beginning of reform 
and opening up, our party's theoretical workers have 
carried out a lot of effective work in the great practice of 
serving socialist modernization, and have achieved 
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fruitful results; they have been effectively promoting the 
great cause of building socialism with Chinese character- 
istics. The hard work of comrades on the ideological and 
theoretical front has been fully affirmed and is respected 
by the party and people. We can correctly say that 
without the participation, support, and hard work of the 
broad masses of theoretical workers, we would not have 
such a good situation in theoretical work today, and 
would not have the excellent situation in reform and 
construction. 


At present, theoretical workers are facing an extremely 
favorable opportunity. With the implementation of the 
strategic task of arming the whole party with the theory 
of building socialism with Chinese characteristics, the 
situation of paying attention to theoretical work by the 
whole party has further developed. The theoretical 
workers have steeled and improved themselves in the 
course of serving the great cause of building socialism 
with Chinese characteristics. In the wake of deepening 
and expanding reform and opening up, establishing and 
improving the socialist market economic system, and 
strengthening the construction of socialist spiritual civi- 
lization, theoretical workers are faced with a good oppor- 
tunity to further prosper and develop their work. This 
has provided the troad masses of theoretical workers 
with a great opportunity to win awards and further 
develop their talents. Meanwhile, the situation has put a 
new and higher demand on theoretical workers. 
Grasping the current opportunity, making progress 
through practice, and providing stronger theoretical sup- 
port for the cause of building socialism with Chinese 
characteristics are theoretical workers’ unshakable tasks 
and solemn mission. I am convinced our theoretical 
workers will plunge themselves into the great practice of 
reform, opening up, and socialist modernization, closely 
center on the overall work of the party; arm the whole 
party with the theory of building socialism with Ch‘nese 
characteristics; give full play to their positive role; and 
make new and greater achievements compatible with the 
current demand in the great cause of educating the 
people and constantly solving existent contradictions 
and problems. 


To fulfill the noble task entrusted to us by history and 
this era, our theoretical workers must persist in using 
Comrade Deng Xiaoping’s theory of building socialism 
with Chinese characteristics to guide their work. Theo- 
retica) workers are the engineers of the people's soul and 
educators, therefore, they must first educate themselves. 
Theoretical workers must first master the theory of 
building socialism with Chinese characteristics, as only 
in this way can they do a good job in theoretical work 
under the guidance of this scientific theory, develop the 
power of this theory, help people emancipate their 
minds, seek truth from facts, and understand China's 
overall situation of development; and, ensure that the 
powerful spiritual support of the theory of building 
socialism with Chinese characteristics deeply takes root 
in the whole party and whole nation. 
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To more appropriately carry out the important historic 
mission of theoretical work, our theoretical workers 
must accommodate changes in the times and conditions, 
and implement the policy of persistently integrating 
theory with reality and always take actual conditions 
into account. Commenting on tasks during the new 
period, Comrade Deng Xiaoping stressed: “Our theoret- 
ical workers must be resolutely determined; urgently 
begin to catch up; comprehensively study their special 
topics; go deep into the realities of life; investigate and 
do research; understand our adversaries and ourselves; 
and strive to avoid empty talk.’’ Comrade Jiang Zemin 
also pointed out: Theoretical workers should pay atten- 
tion to integrate theory with reality, conduct research 
creatively, promote philosophy and social sciences, and 
uphold and develop Marxism. In accordance with the 
requirements and expectations of the party Central 
Committee, our theoretical workers must make greater 
efforts to go deep into the realities of life; immerse 
ourselves among the masses; investigate and do research; 
summarize experiences; regard conducting investiga- 
tions and studies as our own basic training, and view the 
frontline of reform, opening up, and the modernization 
drive as our classroom and objects of research. Only after 
doing the above tasks, can we continually improve our 
political and professional competence, continually pro- 
duce quality research accomplishments, and continually 
replenish the great theoretical treasure-house. 


To accomplish our lofty mission entrusted by history 
and the times, I hope our theoretical workers will more 
closely unite under the great banner of the theory of 
building socialism with Chinese characteristics. We must 
rely on collective intelligence to research the theory of 
building socialism with Chinese characteristics, because 
the endeavor is an important political mission involving 
China’s future and destiny. In fact, we are encountering 
many important research topics, most of which have the 
characteristics of involving more than one field and 
discipline. Consequently, a small number of people 
cannot handle them competently. Such tasks dictate that 
theoretical workers should more closely unite and make 
concerted efforts, and they, along with actual task- 
performers, should strengthen unity and cooperation. 
While dealing with academic issues, we shoul uphold 
the policy of letting a hundred schools of thought con- 
tend. We should persistently maintain the same political 
views as the party Central Committee. While exploring 
ways to carry out reform and build socialism with 
Chinese characteristics, we should avoid unnecessary 
debates. Once we begin debating, the issues will become 
complicated, time will be wasted, and nothing will be 
accomplished. By avoiding debates, we will have more 
time to perform tasks and to boldly experiment. If 
proven correct, we will uphold and promote the formats. 
If proven wrong, we will promptly rectify the mistakes 
and unify our concepts in practice. Such attitudes are 
conducive to creating a united, democratic, peaceful, 
and harmonious environment and atmosphere, to 
strengthening the unity among theoretical workers; and 
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to enhancing the development of research work. Our 
fundamental objectives and interests are identical. We 
are required, able, and absolutely should, more properly 
foster unity to make our due contributions to facilitating 
China’s socialist modernization drive, reform, and 
opening up. 

Comrades, our discussion meeting will successfully close 
soon. We should return home with :he meeting's gvide- 
lines to better promote the study, research, and propa- 
gatioa of the theory of building socialism with Chinese 
characteristics and to facilitate successful progress in 
actually building socialism with Chinese characteristics. 
We believe: With comrades’ joint efforts, people across 
China, and under the leadership of the party Central 
Committee with Jiang Zemin at the core, we will defi- 
nitely be able to jointly accomplish the common, mag- 
nificent, glorious, and arduous historic mission 
entrusted by the times to the party's theoretical workers 
and actual task-performers. 


Tian Jiyun Stresses Supervision Over Law 
Enforcement 


OW3112140394 Beijing Central Television Program 
One Network in Mandarin 1100 GMT 13 Dec 94 


[Second in a series of reports on interviews under the 
rubric “Market Economy Calls For Legislation”; this 
report entitled “It Is Necessary To Have Laws and It Is 
Particularly ry mney Be Strictly Enforce Laws”’— from 
the “National News Hookup”] 


[FBIS Translated Excerpts] [The opening shot shows a 
male announcer making opening remarks, with eight 
Chinese characters in Tian Jiyun's handwriting and Tian 
Jiyun’s signature on his background. The eight charac- 
ters are the general title of the series] 


[Announcer] In recent years, more and more people have 
seen China’s great achievements in legislation, but even 
more people believe that it is more important to imple- 
ment well the promulgated laws. [passage omitted on 
reporters’ interviews with a judge of the economic court 
of the Supreme People’s Court, an American professor, 
and a Chinese professor] 


Video cuts to a zoom shot of the Great Hall of the 
eople, followed by closeups of Tian Jiyun sitting behind 
his desk, speaking with interviewer an not shown on 
screen, and identified by screen caption as vice chairman 
of the National People’s Congress Standing Com mittee. ] 


[Begin recording] [Tian Jiyun] In a country like ours 
where the legal system is still inadequate, it is no doubt 
very correct and very necessary for the people's congress 
to put the legislative work above all else. It will not work 
to enact laws only. No matter how many laws are 
enacted, they will be of little use if we do not improve the 
situation in which laws are not observed nor enforced 
strictly, and a small number of leaders even substitute 
their words or powers for the law. For this reason, the 
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people’s congress henceforth will attach great impor- 
tance to supervising the implementation of laws. It is 
necessary to step up supervision over law enforcement. 
{end reco: ing] 


Song Jian Urges Improved Patcnt Protection 
System 


OW0301151295 Beijing XINHUA Domestic Service in 
Chinese 1035 GMT 22 Dec 94 


(By reporter Chen Jinwu (7115 6852 2976)} 


[FBIS Translated Text] Beijing, 22 Dec (XINHUA)— 
Addressing today's national work conference with the 
participation of patent administrative organs on 
strengthening the protection of patents, State Councillor 
Song jian said: Further improving the law-enforcing 
system, intensifying law enforcement, and strictly pro- 
tecting patents according to the law will be important 
work points for a long time to come. While protecting 
patents in the future, we must further strengthen the 
means of patent-related law enforcement; persons 
infringing on patents must receive severe punishment 
without leniency. 


Song Jian noted: Establishing a perfect patent system 
and strengthening the protection of patents are impor- 
tant prerequisites for developing a socialist market 
economy in China and improving the environment for 
the external economy, trade, and science and technology. 
While China's economy is linking up with the world 
economy and the protection of intellectual p 

rights is becoming an international issue, the work of 
strengthening and conscientiously promoting patent pro- 
tection is particularly important today. All localities and 
departments must, from the high piane of establishing 
socialism with Chinese characteristics and a socialist 
market economic structure, thoroughly understand the 
significant importance of the system for protecting intel- 
lectual property rights, including patents, to scientific 
and economic development in China. Large and 
medium enterprises, scientific research academies, and 
institutions, colleges, and universities should work out 
their own rules for protecting intellectual property rights 
and install specialized legal officers according to the law. 
All new products must be put under patent protection so 
that a good market order is established as soon as 


possible. 


Song Jian said: The system for patent protection, under 
which patent judicature and law-enforcement adminis- 
tration operate in coordination, is established in light of 
the situation in China and has proved to be effective 
after practice. The good work in protecting patents is an 
important matter in safeguarding the socialist market 
economic order in China. Song Jian asked all localities 
and departments to attach importance and give their 
support to the work of patent administrative organs; 
meanwhile, patent administrative organs around the 
country should conscientiously exercise their duties in 
administrative law enforcement, with legal and judicial 
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systems as their backing, and earnestly do a good job in 
patent proteciic 9 with people's courts. 


Song Jian stressed: Constantly er hancing the conscious- 
ness of enterprises, scieniific ~escarch academies and 
institutions, colleges, univ ‘rsitics, and people about pat- 
ents is a social foundation for <he pood work ‘n patent 
protection. We should unrem/tiingly engage in the pop- 
ularization of the pavent law, extensively and deeply 
instill the knowledge about petents into enterprises, 
scientific research academies and institutions, colleges, 
universities, and people; and enhance people's concept 
of patent proicction, so that more and more people will 
conscientiously engage in the work of pater. protection. 


Bo Yibo on Studying Deng Xiaoping’s Works 
OW0401024095 Beijing XINHUA Domestic Service in 
Chinese 0207 GMT 22 Dec 94 


[Speech by Bo Yibo at a Seminar on Studying the 
“Selected Works of Deng Xiaoping” and the Theory of 
Building Socialism with Chinese Characteristics in Bei- 
jing on 14 December 1994] 


{[FBIS Translated Text] Beijing 22 Dec (XINHUA)— 
This seminar was held at the right time and was of 
remarkable significance 


When I said the seminar was held at the right time, | 
meant: First, the entire party showed unprecedented 
enthusiasm in studying Volume 3 of the “Selected Works 
of Deng Xiaoping” last year and has scored remarkable 
results. This was actually the best preparation for the 
convening of the seminar. New editions of Volumes 1 
and 2 of the Selected Works of Deng Xiaoping were 
issued nationwide in early November. The calling of this 
timely meeting will play a promotional! role in high- and 
middle-ranking cadres’ studying and grasping the theory 
of building socialism with Chinese characteristics and its 
practice. Second, the Fourth Plenary Session of the CPC 
Central Committee decided to strengthen party organi- 
zational building, following the central! authorities’ 
arrangements for strengthening the party's ideological 
and workstyle construction. In strengthening party 
building, how should we handle relations among ideo- 
logical, work style, and organizational construction? In 
the last part of the political report to the Seventh CPC 
National Congress, which was entitled: “Unite the 
Whole Party and Struggle to Carry Out the Party's 
Tasks,” Chairman Mao said: “Grasping ideological edu- 
cation is the key link in uniting the whole party to 
conduct great political struggle. Our party's political 
tasks cannot be fulfilled without settling this task.” At 
present, the CPC Central Committee's Propaganda 
Department is deliberately making arrangements for the 
study of the Selected Works of Deng Xiaoping and 
Carrying out the task of arming the entire party with the 
theory of building socialism with Chinese characteris- 
tics. The department has grasped the essentials in the 
party's ideological construction. 
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When I said this seminar was of remarkable significance, 
I mainly meant we are at a very crucial phase in the 
building of a socialist market economy. The remarkable 
achievements scored in the past 16 years of reform and 
opening up have attracted worldwide attention. How- 
ever, we have encountered some difficulties and chal- 
lenges in the process. We are faced with two possibilities 
of either enjoying smooth development or suffering 
setbacks after encounterin* new trouble. The purpose of 
the central authorities’ :mphasizing that the party's 
basic line must be followed unswervingly for 100 years 
and that we should train trans-<century successors with 
both rrofessional ability and political integrity, is to 
maintain the continuity of the party's basic line, princi- 
ples, and policies. We cannot maintain such continuity 
without the guidance of the theory of building socialism 
with Chinese characteristics. I think we should under- 
stand the importance of studying the Selected Works of 
Deng Xiaoping from such a strategic high plane. 


Here, I would like to briefly review our party's historical 
experiences. 


Our party was founded in 1921 on the basis of Marxist- 
Leninist theory. “The salvos of the October Revolution 
brought us Marxism-Leninism.” However, the party's 
leading organs did not settle the issue of integrating 
Marxism-Leninism with the practice of Chinese revolu- 
tion for a long time. “Success can never be achieved by 
copying the experiences and models of other countries.” 
That Chen Duxiu’s Right opportunism led to the failure 
of the 1927 revolution and Wang Ming's “Leftist”- 
tendency dogmatism led to the Red Army's Long March 
in 1834 after it was forced to leave the base areas, 
justifies this point. At the crucial moment of the revolu- 
tion, the Zunyi Meeting corrected the erroneous line, 
affirmed Chairman Mao's leadership, and saved the 
party and Red Army. In a certain sense, we may say the 
decade between the Zunyi Meeting and Seventh CPC 
National Congress was one of rectification. It was a 
decade of “Materializing Marxism in China and making 
its manifestations encompass the required Chinese char- 
acteristics” — Marxism was applied according to China's 
characteristics. It was also a decade of Chinese Marx- 
ism—the further formation and development of Mao 
Zedong Thought and unification of the entire party's 
thinking. With this fundamental issue settled, we had the 
victory of the Chinese Revolution well in sight. In the 
merely 11 years between the Seventh and Eighth CPC 
National Congresses, our party achieved great victories 
in the new democratic revolution and socialist transfor- 
mation. This shows: “Correct thinking, which represents 
an advanced class, will become a material force for social 
and world transformation once it is controlled by the 
masses.” This is what we usually say is the great histor- 
ical role of the “first leap” in our party's history of 
knowledge. 


Beginning in the spring of 1956, the party and Comrade 
Mao Zedong again started new explorations with the aim 
of discarding the Soviet model of construction and 
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finding a course for socialist construction that is suited 
to China’s conditions. They made the right start and 
achieved some results. Nonetheless, “our entire party 
had very limited knowledge,” and “we still blindly 
engaged in socialist construction, and the socialist 
sconomy was a largely unknown realm of necessity to 
us.” “Leftist” errors to emerge with the change in 
the latter half of 1957 of the scientific conclusicn con- 
cerning major domestic contradictions drawn by the 
Sighth CPC National Congress, eventually leading to the 
great calamity marked by three difficuk years and 10 
years of internal disorder. Comrade Xiaoping pointed 
out: “Just as the tortuous course of democratic revolu- 
tion for more than 20 years before the Seventh CPC 
National Congress taught the entire party to master the 
law of our country’s democratic revolution, the tortuous 
course of socialist revolution and construction for more 
than 20 years after the Eighth CPC National Congress 
profoundly educated the entire petty.” Beginning with 
the Third Plenary Session of the 1ith CPC Centre! 
Committee in 1978, we systematically summed up ou, 
past experiences and drew our lessons, and set forth a 
series of new principles and policies. “The central idea 
was to shift from taking class struggle as the key link to 
taking the development of productive forces as the 
center, from closing the country off to opening it up, and 
from sticking to convention to carrying out reforms in 
various areas.”” Consequently, we successfully made a 
great turn of the most profound significance in the 
party's history since New China’s founding, and opened 
up a new way for socialist modernization. The 12th CPC 
National Congress called for following our own course in 
building socialism with Chinese characteristics; the 13th 
CPC National Congress set forth the theory governing 
the primary stage of socialism and the party's basic line; 
and the 14th CPC National Congress called for estab- 
lishing a socialist murket economic system and for 
arming the entire party with the theory of building 
socialism with Chinese characteristics. This is what we 
usually call the “second leap” in the party's history of 
knowledge. A close reading of Volumes 2 and 3 of the 
Selected Works of Deng Xiaoping will give the people an 
idea of the hardships besieging this exploratory process 
that was initiated by Mao ong and accomplished by 
Deng Xiaoping, and that carries on the past and opens 
the way for the future. 


If we understand that the theory of building socialism 
with Chinese characteristics was not come by easily, we 
will cherish it even more and will redouble our efforts to 
study it. To be sure, this theory has always evolved along 
with the concrete practice of China's revolution and 
construction, and this holds true for the future. The 
theory, whose basic points have deeply taken root in 
China, is contemporary China's Marxism that has been 
tested in practice, and serves as a guide to action in 
achieving the “three-step” strategic objective. Its pro- 
found historical significance will surely demonstrate its 
glory even more as China's drive for reform and opening 
up develops further. If we attain the living standards of 


NATIONAL AFFAIRS 


moderately developed countries by the middle of the 
next century, wher the PRC celebrates its centennial, “it 
will not only pave the way for the Third World that 
accounts for three-fourths of the world's population, but, 
more importantly, it will also Cemonstrate to mankind 
that socialism is the on'y way to go and is superior to 
Capitalism.” 

A reflection on the foregoing will make our party's 
theoretical workers «~are of their glorious and heavy 
rescunsibility, it will also inspire us to play an even 
greater role dur ag the course of studying, researching, 
and publicizing the Selected Works of Deng Xiaoping. | 
sincevely hope that cur theoretical workers will always 
keep strong faith in Marxism and communism under the 
banner of Comrade Xiaoping’s theory of building 
socialism witn Chinese characteristics. They should 
show foresight. U»<er the leadership of the CPC Central 
Com mittee with ‘Comrade Jiang Zemin as the core, they 
should unite as one, go into the thick of reality, keep 
*=pwing things, Carry out extensive publicity efforts, 
strengthen education, author more influential scientific 
works, and make new contributions to reform, opening 
up, and modernization for the sake of their common 
ideal. 


Possible State Counal Leaders 
ae Changes Among Static 


HK0101081695 Hong Kong LIEN HO PAO in Chinese 
31 Dec 94 p 10 


[Article by Yun shang-feng (0061 0006 7364): “State 
Council Leadership Lacks Drive’’] 


[FBIS Translated Text] The opinions of all quarters 
concerned having ’een heard, it is said that Vice Premier 
Zou Jiahua, who is now in charge of industry, transpor- 
tation, and energy production, will not be relieved of that 
office next year. Howevei, if the National People's 
Congress gives its approval, Wu Bangguo, a new rising 
political star, might become another vice premier and 
join hands with Zou in taking charge of industry. 


It is said that Zou Jiahua had the intention of resigning 
from office. After Zhu Rongji took charge of economic 
work, the two often could not cooperate well. Jiang 
Zemin once wrote a note to the State Council, criticizing 
Zou Jiahua and Li Lanqging for not assisting Zhu well. 
This greatly embarrassed Zou and Li. 


Zou Jiahua thought that although he was assigned to take 
charge of the work of the State Planning Commission 
and some industrial departments, Zhu Rongji often had 
a hand in these fields. As Zou is a person of few words, 
he intended to hand over his workload and expressed to 
the Political Bureau his intention of retiring. 


It is said that some “old comrades” held that Zou Jishua 
had a moderate and down-to-earth style of work and also 
had rich experience in guiding the work of the industrial 
departments. In the current economic circumstances, 
nobody could replace him. So he should be kept in place. 
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For Jiang Zemin’s part, promoting Wu Bangguo wa 
aimed at fostering his own successor and sharing part of 
Zhu Rongji's increasing power. It was originally Jiang’s 
intention to remove Zou Jiahua, but Wu Bangguo had no 
experience in working with the central authorities. If Zou 
jiahua were not in place, Wu Bangguo might not even 
know how to guide the routine operation of the indus- 
trial and transportation departments, and still less could 
he build up his political credit by guiding the reforms of 
the state enterprises. In that case, Wy Bangguo would not 
be able to hold his place firmly. Moreover, Zou Jiahus 
was formerly aceputy leader of the nationai defense 
industrial office, and nobody now in the State Council 
can replac. him in playing a role in coordinating things 
with the war industry and with the military. Even Zhu 
Rongji may not be able to have a hand in this field. 


In fact, on the surface of cooperation, there are various 
problems in the leadership of the State Council. Premier 
Li Peng has only taken charge of two things: First, the 
Three Gorges project, and second, foreign visits. He 
needs time to recuperate from his kea:t disease. Qian 
Qichen and Li Langing have “explicit” duties, and only 
take care of their own business. After taking a series of 
initiatives, Zhu Rongji also feels tired. Therefore, the 
State Council is now short of dynamism. 


Between the second half of 1994 and early 1995, the 
leading bodies of 10 provinces are undergoing adjust- 
ments. At the same time, the leading bodies of some state 
departments are also undergoing corresponding per- 
sonnel changes. 


The Central Organization Department holds that there 
may exist a certain “gap” in the contingent of cadres. 
That is, it is easy to select cadres from among those who 
began work in the 1950's and the 1960's, especially those 
who studied in the Soviet Union and who worked with 
the Communist Youth League, plus the children of the 
senior old leaders. However, it is less easy to select cadres 
from among those who began work in the 1970's and the 
1980's and those who studied in Western countries, 
acted as rebels during the Cultural Revolution, and held 
different opinions o~ the 4 June Incident. For the second 
category of people, “more serious observations” should 
be made. 


Because Wu Bangguo was a “vice chairman of the 
Revolutionary Committee” during the Cultural Revolu- 
tion, it is believed that his nomination will be accepted 
by the coming session of the National People's Congress 
next March through more painstaking persuasion. To 
become competent in the job of vice premier, Wu 
Bangguo will also need Zou Jiahua's help and guidance. 
People will wait and see whether Zou and Wu can 
cooperate well in the future. 


NPC Standing Committee Examincs Draft Laws 
OW0301 143895 Beijing XINHUA Domestic Service in 
Chinese 1017 GMT 23 Dec 94 


[By reporter Liu Siyang (0491 1835 2254)} 


sz 
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[FBIS Translatec Text] Beijing, 25 Oec (XINHUA)— 
During the 1 Ith Session of the Eizath National People’s 
Congress [NPC] Standing Committee over tlt last few 
Gays, groups under the committee examined several 
draft laws. Mezaders o1 the Stanc‘ng Committee were of 
the opinion that the draft Jedges Law, /rocurators Law, 
and Prison Law had been revised and so had become 
more practical; therefore, they suggeste' that these draft 
laws be further revi-ed and improved and then ratifies 
for enforcement as soon as possible. 


While examining the dtaft Judges Law and Procurators 
Law, most Standing Committee members said that the 
enactment of these two laws is very necessary for 
building up the cadres of judges and procurators, and for 
ensuring that judges and procurators are able to perform 
their duties according to the iaw. A few committee 
members also offered opinions for further revising the 
draft laws. 


Member Zhou Zhanao said: The majority of judges and 
procurators are good. However, some of them do not 
handle cases strictly according to the law, and some even 
take bribes and bend the law. We should resolutely dval 
a blow at these people. He suggested that articles on 
holding those who have mishandled casrs responsible be 
added to the draft laws. Member Zhang Ruiying sug- 
gested that specific stipulations on pay, insurance, and 
benefits for judges and procurators not be included in 
the Judges Law and Procurators Law in order to prevent 
unnecessary comparisons. However, he said that judges 
and procurators are in a category of their own and thus 
their benefits problems can be solved by providing them 
with special allowances. Member Zhao Dongwan said 
that the way of classifying government functionarves into 
1S grades is quite practical, and therefore he suggested 
‘nat he grades of judges and procurators be made 
consistent with those of government functionaries. 


The draft law governing the People’s Bank of China and 
the draft com mercial banks law had been initially exam - 
ined by the NPC Standing Committee and revised based 
on the opinions of com mittee members and departments 
concerned. When the two draft laws were examined 
during the current Standing Committee session, mem- 
bers of the Standing Committee said that the two draft 
laws had been well revised. Some members offered 
opinions for further revising the two draft laws. 


Member Tao Aiying said: The volume of issued money 
closely affects economic construction and people's life 
Therefore, specific stipulations should be included in the 
law governing the People’s Bank of China on whether the 
volume of money issued is decided by the People’s Bank 
of China, or the State Council, or the NPC Standing 
Committee. Member Sun Tingfang said: The law ~ 
erning the People’s Bank o: China stipulates that * 

People's Bank of China establishes a monetary policy 
committee.” The law should contain specific stipula- 
tions concerning the nature, function, responsibility, and 
structure of the committee, as well as its relationship 
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with the People’s Bank of China, in order to define the 
committee's legal status. Member Lin sug- 
gested thc- the !aw governing the People’s Bank of China 
contain more siringent and :, cific stipulations gov- 
erning bank workers’ honesty and performance, and that 
the People’s Bank of China report its monetary policy 
and che volume of each year’s monetary issuance to the 
NPC and subject them to the NPC's supervision. 


Labor Official Sccks Lower Pcasant Laborer 
M igration 

OW0301!51395 Beijing Central 's Radio 
Network in Mandarin 2300 GMT 24 Dec 94 


[From the “News and Press Review” program] 


[FBIS Transiated Text] Listeners: Around the time of the 
spring festival in recent ye ars, peasant laborers returned 
home in flocks from their workplaces outside their 
hometowns like a tidal wave. How to resolve this 
problem has been a hot public issue. Please listen to the 
following report filed by Central People’s Radio Net- 
work reporter Liu Haosan: 


[Begin recording] [Liu] Listeners, as New Year's Day and 
the spring festival approach cach year at this time, 
peasant laborers working outside their hometowns began 
their rush Gack to their homes, putting additional pres- 
sure on the railway and other transportation sectors. 
This year, the departments concerned are determined to 
resolve this issue. To find out the situation, we inter- 
viewed Vice Labor Minister Comrade Zhu Jiazhen. He 
described the situation as follows: 


[Zhu] Basically, the migration of peasant laborers in 
recent years was pretty much without planning and 
order. Their movement was concenirated especially 
around the spring festival, causing what we called a tidal 
wave of peasant laborers. This tidal wave has truly 
caused many problems and has had a tremendous impact 
on Itural production, transportation, and social 
life. peasant laborers who were unable to find jobs in 
cities after traveling there without plans also suffered 
during this period, because they had to expose them- 
selves to cold and wet because of the overcrowding in 
transportation. Therefore, it ir. very important and 
urgent that we strengthen the contro! of the migration of 
peasant laborers to ensure that they move in an orderly 
way. 


[Liu] What can the Ministry of Labor do about this issue, 
and what problems can it solve? 


[Zhu] Pursuant to the State Council's unified planning, 
the Ministry of Labor has issued an urgent circular to 
various labor organizations asking all localities to adopt 
effective measures and earnestly carry out the task of 
arranging for the o-derly movement of peasant laborers 
during the spring festival. One of the measures we have 
taken is to implement a national uniform system of 
employment management for migrant workers. Prima- 
rily, this system calls for managing migrant workers 
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based on certificates to ensure their orderly movement. 
In other words, in places where there is an extremely 
large labor surplus, away-from-home employment cards 
shall be issued based on accurate data collected regarding 
the demand for labor in other places. In places where 
there is a shortage of labor, a migrant employment 
certificate shall be issued based on the actual needs of the 
hiring units. The of and demand for labor is 
balanced through the matching of the employment cards 
and certificates. 


The .econd measure is to strengthen cooperation 
between labor departments in ‘ocalities exporting 
peasant laborers and those in localities importing 
peasant laborers, so that they can jointiy carry out the 
work of arranging for the orderly movement of peasant 
laborers to their hometowns before the spring festival 
and back to their workplaces after the festival. Labor 
departments in labor- importing areas should ask hiring 
units to make arrangements for peasant laborers to take 
their vacations in turn. This way, peasant laborers can 
avoid taking vacation th t the spring festival's 
peak transportation season. If we are able to keep 60 
percent of peasant laborers at their place of work to 
celebrate the spring festival, pressures on transportation 
during the spring festival will be greatly reduced. At the 
same time, we must help make arrangements for peasant 
laborers’ production, living, and entertainment activi- 
ties. Labor departments in labor-exporting areas should 
make arrangements to comfort families of peasant 
laborers who are not coming back for the festival and 
provide them with the necessary services. At the same 
time, the departments should do good work in propa- 
ganda to dissuade prospective peasant laborers from 
leaving their homes. 


The third measure we are taking is to ask hiring units in 
major labor-importing areas not to recruit new peasant 
laborers from outside within a month after the spring 
festival. 


The fourth measures is tc ask labor departments in 
various localities to assign full-time personnel and orga- 
nize them into teams. Under the unified leadership of 
the local government, these teams shall join hands with 
public security, railway, and transportation units to do 
good work in propaganda to dissuade prospective 
peasant laborers from leaving their hometowns and to 
guide and manage them well. We want to emphasize in 
particular that the task of organizing peasant laborers to 
ensure their orderly movement must be carried out year 
round. [end recording] 


Raising 
OW0401061495 Beijing XINHUA Domestic Service in 
Chinese 0552 GMT 20 Dec 94 


FBIS Translated Text] Beijing, 20 Dec (XINH!) Aj— 
tly, some localities raised funds for building 
schools from social organizations or students’ parents 
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through elementary and middle school authorities. Some 
elementary and middle schools began the practice of 
raising funds from and imposing fines on students 
without authorization. To curb these illegal practices, the 
State Educational Commission recently issued a circular 
to relay provisions on managing funds raised for 
building new schools and on regulating fee. to be col- 
lected in elementary and middle schools. 


The provisions point out clearly: Raising funds for 
building new schools must be approved and organized by 
governments at or above county level. Various localities 
must not demand schools raise funds nor ask schools or 
students to raise money from social organizations or 
students’ parents. Localities must proceed from the 
principle of taking into consideration people’s willing- 
ness, capability, and interest in raising funds for new 
schools; and abide by the state’s relevant provisions on 
limits of authority for raising funds for new schools and 
on the amount of funds raised. The provisions strictly 
ban raising funds without authorization. The amount of 
educational fees collected from residents in rural and 
urban areas must not exceed the limits prescribed by the 
state. Localities are forbidden to raise educational funds 
and other related fees through schools and students. 


The provisions state emphatically: Elementary and mid- 
dle-school education is compulsory. According to the 
“PRC’s Law on Compulsory Education,” elementary 
and middle-school students are only required to pay for 
miscellaneous fees, and schools are not allowed to charge 
students for tuition. Schools must collect fees according 
to prescribed categories and standards set by the state 
and are forbidden to set fee categories and standards by 
themselves. Schools are forbidden to demand students 
apportion expenses and pay unauthorized fees, and to 
ask students to buy all sorts of commodities or unneces- 
sary books. Except for those fees prescribed by educa- 
tional departments at the provincial level, schools should 
resist paying charges and expenses demanded by other 
departments and should report these incidents to educa- 
tional departments at higher levels. Schools are for- 
bidden to fine students under any pretext or reason. If 
students damage public property, they should only pay 
for what is damaged and no other fees should be charged 
by the schools. 


The provisions demand localities conscientiously inves- 
tigate all sorts of fees charged by schools to firmly rectify 
the practice of raising funds for new schools from social 
Organizations or student’s parents through schools or 
students. Localities should strictly stop schools from 
indiscriminately collecting fees, imposing fines, and 
apportioning expenses. Bearing in mind the goal of 
reform, development, and stability, educational depart- 
ments at all levels must firmly oppose and stop the 
unhealthy trend of raising educational funds without 
authorization, and investigate and affix administrative 
or legal responsibilities with serious consequences. 
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Civil Affairs Ministry Issucs Disaster Relicf 
Figures 

OW040 1080795 Beijing XINHUA in English 0720 
GMT 4 Jan 95 


{[FBIS Transcribed Text] Beijing, January 4 (XIN- 
HUA)—China’s central government earmarked 1.8 bil- 
lion yuan (209.3 million US dollars) for subsidies for the 
country’s 170 million victims of natural calamities in 
1994, a spokesman from the Ministry of Civil Affairs 
said today. 


Donations from at home and abroad totalled 300 million 
yuan, while city dwellers also gave 100 million items of 
clothing and quilts worth 1.6 billion yuan, he said. 


When the billions in subsidies from the local govern- 
ments, which the ministry did not include in its statis- 
tics, were counted, “the well-being of victims could be 
well guaranteed,” the ministry spokesman said. 


Last year, most provinces and autonomous regions in 
China were stricken by disasters: severe droughts, floods, 
and fires. 60 million hectares of crops were affected, 26.7 
million of them having been totally destroyed. 


The Civil Affairs Ministry organized a series of national 
inspection tours by the middle of December last year, 
headed by Minister Doje Cering, to 70 disaster-stricken 
areas in 18 provinces lasting 20 days to see that the relief 
materials and funds were spent well on the needy people. 


The inspection results show that food supplies can 
basically meet the needs of the victims through the 
winter, as the various local governments put the task at 
the top of their relief agendas, he said. 


The Guangxi Zhuang Autonomous Region, struck by 
severe floods, allocated 110 million yuan in relief funds 
for food supplies. Other local governments “loaned” 
grain to the victims and they have all been properly 
clothed and sheltered for the winter, the spokesman said, 
adding that “the people’s livelihood is basically secured 
in these areas, and the situation is stable.” 


However, the spokesman said that the government's 
relief work is still tough because harvests in northern 
areas are still far away. 


Local governments were urged by the ministry to orga- 
nize self- help programs or labor distribution to other 
regions, and implement favorable policies toward the 
victims to relieve their burden. 


Ministry Circular Urges Visits to [mpovcrished 
Families 

OW0401093095 Beijing XINHUA Domestic Service in 
Chinese 0629 GMT 22 Dec 94 


{[FBIS Translated Text] Beijing, 22 Dec (XINHUA)— 
The Ministry of Civil Affairs recently issued a circular on 
visiting five- guarantees and extraordinarily impover- 
ished families before the Spring Festival. 
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The circular said: The 1995 Spring Festival is around the 
corner. To further carry out the party Central Committee 
and State Council’s instructions on doing well social 
support work, to ensure social stability, to promote the 
country’s traditional virtue of showing respect to elderly 
people, and to see how the “Regulations on Providing for 
Five-Guarantees Families in Rural Areas” have been 
implemented, civil affairs departments at all levels 
should earnestly visit five-guarantees and extraordi- 
narily impoverished families before the Spring Festival 
to convey the party and government’s warm concern to 
these families. 


The circular asked civil affairs departments at and above 
the county level to organize work groups before the 
Spring Festival and to ask local government leaders and 
persons in charge of relevant departments to join them in 
visiting those families, nursing homes; and childless 
elderly people, the handicapped, and orphans in urban 
areas. The circular said: We should particularly visit 
areas seriously hit by disasters, impoverished areas, 
remote mountain areas, and minority nationality areas. 
Authorities of townships, towns, and neighborhoods 
should take good care of those eligible for social relief to 
ensure that they will be able to join people across the 
country in celebrating the festival. 


The circular said: During visits in rural areas, we should 
selectively see how the “Regulations on Providing for 
Five-Guarantees Families in Rural Areas” have been 
implemented and see if subsidies for extraordinarily 
impoverished families have been too little. During visits 
in urban areas, we should selectively see if fixed-amount 
relief has been regularly provided to childless elderly 
people, the handicapped, and orphans. Problems found 
should be promptly solved so that the provision of daily 
necessities to those receiving relief can be ensured. 


The circular asked all civil affairs departments to take 
the opportunity of the traditional festival to educate the 
people, especially young people, to show respect to the 
elderly. It asked them to mobilize people of all trades and 
professions to do helpful and practical things and to 
show concern for five-guarantees families, childless eld- 
erly people, the handicapped, and orphans. 


Mao Zedong’s Pocm “‘Hongdu’ 
HK0301145195 Beijing RENMIN RIBAO OVERSEAS 
EDITION in Chinese 27 Dec 94 p 3 


[Poem by Mao Zedong: “ ‘Hongdu—on the Pattern of Qi 
Lu (0003 1774) (qi lu—an eight-line poem with seven 
characters to a line and a strict tonal pattern and rhyme 
scheme),” 1965] 


{[FBIS Translated Text] 


A year has passed since I last visited Hongdu; 


The story of Zu Sheng beating the oar passes on to this 
day. 
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Long used to the rain under the southern sky, 


I would start practicing martial arts at the cock’s crow, 
till eventually I commanded an expedition to the north, 
on horseback, whip in hand. 


Now my sideburns have turned white, and I wil! soon 
become a waste; 


But colorful clouds will forever float under a new sky. 
The waves behind always drive on those before; 


Fresh grass and flowers are blooming everywhere along 
the river valley. 


(published in accordance with a written copy revised by 
the author himself) 


Annotations: 


“Hongdu”: Another name for the Prefecture of Nan- 
chang in olden days. Nanchang used to be Hongzhou’s 
capital during the Shui, Tong, and Song Dynasties, and 
was also a big city in the southeastern part of China in 
those days; hence, it was called Hongdu. Here, it refers to 
Nanchang. 


“Zu Sheng beating the oar’: Zu Sheng, the famous 
general Zu Di of the Eastern Jin Dynasty. In 304 AD, Liu 
Yuan of the Xiong Nu nationality founded the Han State 
along the Huang He Valley. There was great turmoil in 
Central China. Zu Di led several hundred of his men to 
seek refuge with Yuan Ti of the Jin Dynasty, who was 
guarding Jiangye (today’s Nanjing). In 313 AD, Zu Di 
proposed a northern expedition, and he was appointed 
general and simultaneously a supervising official to 
Yuzhou. He led an army, crossing the river heading for 
the north; when they were in midstream, Zu Di beat the 
oar, and pledged to recover Central China. Hence, 
beating the oar has since been used to describe the 
aspirations and lofty spirit of a patriot who is bent on 
rendering service to his motherland. 


“At the cock’s crow”: Here, the poet refers to the allusion 
of starting to practice martial arts at the cock’s crow. 
According to “the Book of Jin, in the chapter on the 
biography of Zu Di”: “Zu Di and Liu Kun, officers of the 
same rank, were such intimate friends that they would 
share the same bed. Once, Zu Di was awakened by the 
cock’s crow in the wilderness in the still of night, and he 
woke Liu Kun, saying: "That is by no means a vicious 
sound.’ Then, they got up and started practicing martial 
arts.” When they were young, both Zu Di and Liu Kun 
had lofty aspirations, and encouraged each other to brace 
up. Therefore, at the cock’s crow, they would get up and 
Start practicing fencing. Since then, “start to practice 
martial arts at the cock’s crow” has been used as a figure 
of speech to refer to the zealous actions of a patriot who 
has lofty aspirations. 
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Article on Two Newly Published Pocms by Mao 
HK0301145495 Beijing RENMIN RIBAO OVERSEAS 
EDITION in Chinese 27 Dec 94 p 3 


[Article by Wu Zhengyu (0702 2973 5940): “Inclined To 
Be Bold and Unconstrained, but Grace and Gentleness 
Was Not Lacking—on Reading Mao Zedong’s Two 
Newly Published Poems”’] 


{[FBIS Translated Text] At a time when we are marking 
the 101st anniversary of the birth of Mao Zedong, the 
great man of a generation, two of his poems, which have 
not been officially made known to the public before, are 
published. Beyond doubt, this is good news for the 
masses of lovers of Mao Zedong’s poems. 


On 1 August 1957, Mao Zedong wrote a comment while 
reading the poems of Fan Zhongyan [999-1052 AD, a 
statesman and man of letters of the Northern Song 
Dynasty}: ““There are two schools in poetry: one is 
characterized by being bold and unconstrained, and the 
other by being graceful and gentle. Each has its own 
sudden flashes of inspiration; both should be stud- 
ied....My interest inclines to the bold and unconstrained, 
but grace and gentleness is not lacking.” Mao Zedong’s 
poetic creation was similar to his interest in reading 
poetry, inclined to be bold and unconstrained, but grace 
and gentleness was not lacking. Naturally, the bulk of his 
poems belong to the bold and unconstrained school; for 
example, the newly published ““Hongdu—on the Pattern 
of Qi Lu.” Very few belong to the graceful and gentle 
school, such as the newly published ‘‘On the Pillow—to 
the Tune of Yu Mei Ren.” There are others that straddle 
the two schools; for example, “An Untitled Piece—to the 
Tune of He Xin Lang [6320 2450 6745] [Good Wishes to 
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0689] to make a clean copy of it with a writing brush in 
winter 1973. Studying the manuscript of the poem, we 
found that the third and fourth lines of the first stanza 
did not rhyme, but the clean copy, deliberated on and 
finalized by the poet, showed that this point had been 
corrected. 


The title of the poem “On the Pillow” probably expresses 
the poet’s lovesick feelings, and misery of suffering 
insomnia on the pillow, or the possibility of the poem 
being composed on the pillow. The first stanza is 
devoted to depicting the sadness of not being together 
with one’s beloved. The word “heaps” is used figura- 
tively in exaggeration to express the poet’s endless sad- 
ness. The expression “billows swirling in the sea” reflects 
the extraordinarily strong attack of sadness, which would 
turn river and sea upside down beyond control. The first 
two lines remind the reader of lines by Li Qingzhao 
[1045-91151 AD, poetess of the Southern Song Dynasty]: 
““My only fear is that the load of sadness is quite beyond 
the small boat on the river,” which sings the same theme 
to a different tune. The poct is sad thinking of his 
beloved, and suffers from insomnia because of sadness, 
then he finds the night unbearably long and daybreak far 
away; helplessly, he puts on his clothes and sits up to 
look at the sky and count the stars. In the original 
manuscript, the fourth line reads “‘helplessly I put on my 
clothes, and sit up in the chill,” but in the handwritten 
clean copy it is altered, and reads “In loneliness, I sit up 
to count stars.” That is an excellent alteration. From 
“count stars’ the reader detects the situation and feel- 
ings of the poet’s loneliness and solitude, which is 
precisely the extraordinary inclination of the poem. The 
second stanza of the poem tells of the lovesick feelings 
for his beloved. The poet tosses and turns all night and 
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The poem provides the reader with a perspective char- 
acterized by sadness, solitude and desolation, in lan- 
guage that is popular, lucid and lively, free of allusion, 
simple but charming, natural and in good taste. In 
reading the poem, the reader will grasp a sense of the 
beauty of its mildness and tactfulness, fluency and 
lasting sentiment, and find it to be a fine aria. That was 
the first love poem ever written by Mao Zedong, who 
expressed the sweet love of a young couple in exquisite 
penmanship to show his genuine affection for Yang 
Kaihui. As a revolutionary in his prime, Mao Zedong, 
like ordinary people, could have his own love life, his 
own sadness involved in parting with his beloved. This 
poem has a certain value in studying Mao Zedong’s early 
life. 


“Hongdu—on the Pattern of Qi Lu,” written in 1965, is 
a poem with a political theme, in which the poet 
expresses his lofty aspirations. 


The first couplet of the poem starts with Nanchang. In 
the poem, Hongdu, the other name for the Prefecture of 
Nanchang in olden days, refers to today’s Nanchang 
City. The poet visited Nanchang in 1964; hence, 
“another year has passed’”’ when he revisits Nanchang. 
Zu Sheng refers to Zu Di, the famous general of the 
Eastern Jin Dynasty. “Ji ji [2345 2813]” means beating 
the oar in classical Chinese. In the late years of the 
Western Jin Dynasty, minority nationalities from the 
north founded states along the Huang He Valley; conse- 
quently, there was great turmoil in Central China. In 313 
AD Zu Di begged Yuan Di of the Jin Dynasty to conduct 
a northern expedition, and he was appointed Fen Wei 
[Brave and Mighty] General and simultaneously a super- 
vising official to Yuzhou. He crossed the Chang Jiang 
heading north, and beat the oar in midstream and 
pledged: “Should Zu Di fail to bring order out of chaos 
in Central China and restore its prosperity, he will be 
damned like the waters in this river!” Since then, “ji ji,” 
that is, beating the oar, has been used to refer to a 
patriot’s heroism and lofty aspirations to recover lost 
territory and render service to the motherland. The poet 
believes that Zu Di’s lofty sentiments and aspirations in 
his pledge to render service to the motherland have 
passed down to modern times. The meaning in the first 
couplet is profound and implicit, and worth the reader's 
savoring. Why did the poet recall the story of Zu Di 
beating the oar when he visited Nanchang? Because 
Nanchang is the very place where the 1 August Uprising 
in 1927 took place, it was precisely in the Nanchang 
Uprising that the first shot of the armed struggle against 
the Kuomintang reactionaries was fired, and thus the 
Chinese people’s army was founded. Later, with the 
Autumn Harvest Uprising, the Chinese communists 
started to explore and open up the road for the Chinese 
revolution. That was an important step taken by the 
Chinese communists for the liberation of the mother- 
land, which was in distress at that time. 


From the story of Zu Di beating the oar, the poet recalls 
the story of Zu Di and his bosom friend Liu Kun starting 


NATIONAL AFFAIRS 25 


to practice fencing at cocks’ crow. Zu Di and Liu Kun 
often encouraged each other in dispelling foreign ene- 
mies and rendering service to the motherlan:. Such 
being the case, when they heard the cock’s crow at 
midnight, they would rise and start practicing martial 
arts. The expression “at the cock’s crow” that begins the 
second couplet refers to the allusion of starting to prac- 
tise martial arts at the cock’s crow, to express the poet’s 
concern about the fate of his country and determination 
to render service to the motherland. The line, “Long 
used to the rain under the southern sky”’ refers to the fact 
that the poet had lived in the southern part of China for 
more than 4 decades, experiencing all sorts of stormy 
weather, including a nation in difficulty and danger and 
setbacks to the Chinese revolution. Even in his youth, 
Mao Zedong was bent on rescuing the nation and the 
people, and later on plunged into the torrent of the 
Chinese revolution. When he was thirty-something, he 
initiated the founding of the Central Revolutionary Base 
Area and, especially, he blazed new trails for the Chinese 
revolution with originality, thus making indelible contri- 
butions to the victory of the Chinese revolution. The 
second line of the second couplet depicts the poet’s life as 
a soldier in the northern part of China. Having gone 
through the Long March, he eventually reached North- 
west China. During the War of Resistance Against 
Japan, he led the Eighth Route Army and the New 
Fourth Army in waging the magnificent and mighty 
Anti-Japanese War, and became a national hero who 
went down in history. During the War of Liberation, he 
mapped out plans, and commanded the People’s Liber- 
ation Army to fight decisive wars that shocked the world, 
and thus overthrew the Chiang Kai-shek regime and 
founded New China. The expression, ‘‘on horseback, 
whip in hand,” like the poet’s expression, ‘‘on horseback, 
saber in hand” in another piece, “A Poem in Six Lines, 
Dedicated to Comrade Peng Dehuai,” is likewise mag- 
nificent and mighty, having great momentum. The 
second couplet is a highly condensed artistic generaliza- 
tion of the poet’s revolutionary life. In the first half of his 
life is a vivid image. It will certainly become the lines 
most often quoted in the days to come. 


A sudden turn emerges in the third couplet; unexpect- 
edly, the poet talks of his sideburns turning white, and 
that he is getting old and weak, and a useless person at 
that. Waste means good-for-nothing. Could this be an 
old man looking at his image in the mirror, pitying 
himself? No! This is the poet sighing about his old age in 
a humorous tone. In Cao Cao’s poem entitled “Gui Sui 
Shou [7898 7173 1108] [Longevity of the Tortoise]”: 
“An old steed in the stable still aspires to gallop a 
thousand miles; the heart of a hero in his old age is as 
stout as ever.”” To my mind, when the poet wrote 
“Hongdu,” his frame of mind and aspirations coincided 
with the sentiments in Cao Cao's poem. He would never 
admit to himself being old, and he was really “as stout as 
ever.” That point is revealed in the next line. Colorful 
and beautiful clouds are lofty ideals in figurative speech. 
The poet tries to convey the idea that despite the fact 
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that he is getting old and useless, Marxist truth and 
communist ideals will always maintain their revolu- 
tionary youth; illuminated by the brilliance of scientific 
truth and revolutionary ideals, China will enjoy a new 
world of socialism and even communism. 


The last couplet expresses the poet’s yearning for China’s 
bright prospects. The line, “The waves behind always 
drive on those before” implies metabolism, the new 
superseding the old. In his poem, “Passing by Shaoxi,” 
Wen Xiang of the Song Dynasty wrote: “At the sight of 
the waves behind driving on those before, one sees better 
that the new always supersedes the old.” The poet 
indicates that when the new supersedes the old, and new 
things supersede old ones, China will enjoy continuous 
improvement, and make progress forever. The line, 
“Fresh grass and flowers are blooming everywhere along 
the river valley” vividly describes China’s bright pros- 
pects in the ascendant. The surroundings and scenes 
bring out the poet’s sentiments; his earnest longing for 
China’s bright prospects, his feelings and the meaning 
conveyed in this poem are most touching. The last four 
lines reveal the theme with an implicit approach, with 
profound meaning, being rich in connotation and sym- 
bolism, while elevating the poem to a higher plane, 
augmenting its ideological value and artistic vigor. 


Like the bulk of Mao Zedong’s poems, “Hongdu” 
inherits and develops the style of the bold and uncon- 
strained school of the Song Dynasty represented by Su 
Shi and Xin Qiji. The poem boasts vigor and firmness in 
artistic conception, extensiveness in perspective, profun- 
dity in meaning, and exaltation in style. It is a fine poem 
full of vitality, and is capable of instilling in the reader 
strength, confidence and hope. 


Telecommunication Line Theft Causes Economic 
Losses 


HK0201083095 Beijing GUANGMING RIBAO in 
Chinese 17 Dec 94 p 4 


[By trainee reporter Guo Liangwei (6753 5328 0251): 
“Nerves of Society in Urgent Need of Protection” } 


{FsIS Translated Text] Information communication 
within the human body relies on its nervous system, 
while that in a society relies on post and telecom muni- 
cations. A market economy needs massive and rapid 
information exchanges. Communication, in fact, has 
become the nerves and backbone of the national 
economy. China’s communications industry has been 
developing at a breakneck speed, though the contradic- 
tion between supply and demand remains acute. How- 
ever, when people complain about how difficult it is to 
install a telephone and make a telephone call, little do 
they know that... 


Black Hands Are Reaching Toward the 
Telecommunication Lincs 

In recent years, there have been increases in the theft and 
sabotage of communication lines, causing enormous 
damage. 
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In 1993, an unde: water electric cable in the Dalian Sea 
was repeatedly cut and stolen, the stolen cable was 
surprisingly 81.7 km long, weighing 302.4 tonnes. 


In February 1994, the suspended feedback wire of a field 
satellite dish belonging to a certain weather observatory 
in Shaanxi was severed and stolen. The equipment may 
be called upon at any time to play a role in satellite 
launches and other similar important missions, but it has 
been dysfunctional since the theft. 


In Tianjin between March and April 1994, a bunch of 
criminals drove into town with a ladder in the vehicle 
and in broad daylight proceeded to cut down a commu- 
nications line in the process of being installed. 


Some criminals have been spotted with pagers at their 
waists, with mobile telephones in their hands, and car- 
rying weapons like handguns and knives when commit- 
ting crimes. 


Moreover, there has been a continual spate of deliberate 
damage to communications lines in construction and 
road repairs. Some units failed to coordinate with post 
and telecommunication .departments through proper 
channels in carrying out construction near the sites of 
communication lines, digging up and cutting electric 
cables and causing enormous losses. 


In May 1993, an extraordinarily serious accident 
occurred in Yangxin County, Hubei during a road repair. 
A bulldozer severed an Hunan-Hankou optic fiber cable, 
causing over 15 million yuan in direct losses. 


On 28 October this year, the Beijing-Wuhan-Guangzhou 
long- distance suspended optic fiber cable was shot at 
with a rifle in Qingyuan, Guangdong, putting over 4,000 
communication lines out of service, holding up long- 
distance communications for a long time, and causing 
9.7 million yuan in losses. 


Nationwide, there are close to 10,000 cases of theft, 
sabotage, and damage to communication lines annually, 
causing nearly 100 million yuan in direct economic 
losses and far more in indirect losses, not to mention the 
social cost, which is difficult to measure in figures. 


Most of China’s communication lines are above ground, 
exposed to greedy eyes. There is a saying in some areas: 
“Shining communication lines are all money when cut 
down.” Outlaws are cutting down and stealing commu- 
nication lines and selling them to illegal stolen goods 
handlers for money. These outlaws probably would be 
taken aback if they learned they are costing the state 
millions or tens of millions in losses. 


To protect optical fiber cables, post and telecommunica- 
tions departments are conducting a publicity campaign, 
sending their men everywhere with optical fiber cable 
samples to show people locally that there are no metals 
inside optical fibers, only glass fibers not having mone- 
iary value. Such desperate publicity often is pale and 
ineffective. Some remarked in private after such rounds 
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of publicity: ‘Post and communications departments are 
trying to fool us. They are letting us see only glass cords; 
they will change the material when these communication 
lines are installed. 


Ignorant people are becoming increasingly cunning in 
crime. Some outlaws have used modern crime- 
perpetrating instruments to steal electric cables, with 
some among them already forming a “unified” network 
linking the theft, transporting, and acceptance of stolen 
goods, metallurgical changes, and processing. Some even 
have organized their own connection networks to foil 
investigations. 


While this barbaric destruction of communication lines 
was caused by stupidity, the destruction by “civilized 
barbarity” really is inexcusable. The destruction of com- 
munication lines by barbaric construction work is the 
work of “civilized people,” and the losses are shocking 
and as serious as those caused by petty thieves. For local 
interests, some local governments have not tried to stop 
the theft and illegal handling of communication equip- 
ment as effectively as they should, or have sided with 
units involved in the destruction of lines with their 
merciless construction work, allowing stupidity and 
illegal acts to continue. 


Social Nerves Need To Be Protected by All of Socicty 


To crack down on the increasingly serious theft and 
destruction of communication lines, the judicial and law 
enforcement departments have announced a range of 
laws. The Public Security Ministry also has announced 
the “procedures for the pursuit of law and order in the 
discarded and scrap metal procurement industry” to 
stop one way of selling stolen goods. 


Starting in October 1993, 10 cases of theft of communi- 
cation lines occurred in the Songpu and Taiyangdao 
Districts, north of Harbin’s Songhua Jiang, causing some 
100,000 yuan in direct economic losses and seriously 
affecting communication order. The Harbin Telecom- 
munication Public Security Branch carried out three 
investigations in Taiyangdao District and solved the 
cases jointly with the local public security department. In 
early March this year, criminals struck again. A special 
task group devised a sophisticated way to solve the case, 
in which men were posted in the ditches every day so as 
to ambush the criminals. 


In the dead of winter, cadres and policemen waited 
patiently. On the 14th day, at around 2100 on 15 April, 
the surveillance team discovered shadows of people in 
the woods, closed in on them, and arrested a person 
surnamed Wong in the act of climbing on an electric wire 
pole, thus solving all 18 [figure as published] cases of 
cutting and stealing communication lines. 


Another trick by post and telecommunications depart- 
ments for protecting telecom munication equipment was 
installing alarm systems and monitoring devices on 
electric wire poles. In December last year, on Xing Street 
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in Xichou County, Yunnan Province, mobile communi- 
cation men were able to locate criminals’ position accu- 
rately the moment they cut the wire. Public security 
personnel swooped down on the criminals, arrested 
them, and solved a total of 36 cases following leads 
obtained from the arrests, locking away all local commu- 
nication line-destroying criminals. 


Given inadequate manpower, the police have done a 
good job in pursuing an integrated approach to the 
problem of law and order in the post and telecom muni- 
cation sector. Cases were down considerably this year, 
about two-thirds of last year’s number, and the number 
of crimes solved rose sharply. 


It is understood that theft and destruction are not 
confined to communication equipment; railways, oil- 
fields, and the electricity industry are facing similar grim 
situations. Protecting the body, blood vessels, and nerves 
of a civilized society has become an urgent task the 
society must justifiably take up. Apart from strict law 
enforcement, the education of all citizens in law and 
morality is even more pressing. Party committees and 
departments at all levels, as well as the masses, all must 
take responsibility, combine all approaches and methods 
in prevention, maintain networks, and curb the criminal 
act of stealing and destroying communication lines. 


Three Gorges Migration Should Promote 
Devclopmcat 


HK0201084°95 Beijing RENMIN RIBAO in Chinese 
12 Dec 94 p35 


[Article by Gu Shengzu (6581 0524 7091), and Li Zhen 
(2621 3791): “Thoughts on, and Countermeasures for 
Migration for Development Purposes From the Three 
Gorges Reservoir Pegion’’] 


{[FBIS Translated Text] The Three Gorges project is the 
world’s largest project of its kind to be built in the 
1990’s. One of the keys to the success or failure of this 
project lies in whether or not smooth arrangements are 
made for more than a million migrants from the reser- 
voir region. Migration from the region should not be 
carried out in the old way with compensation, rather 
migration shold be implemented for development pur- 
poses. 


I. Migration for development purposes is a way of making 
arrangements for migrants on the basis of economic 
development, and of augmenting migrants’ self- 
development abilities under ‘he prerequisite of developing 
human, as well as natural and social resources. The 
characteristics of this pattern of migration are: 1) Under 
the precondition of making compensation for migrants’ 
living ficilities, greater importance is attached to 
migrants’ economic reconstruction and their conditions 
for the development of production, with the emphasis on 
the formation of a “cash-yielding” function. 2) Because 
of the deveopment of productive forces, the living stan- 
dards of the migrant population in the wake of migration 
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are far higher than before migration. 3) This method of 
migration is conducted ahead of schedule, namely by 
building and developing production conditions and 
living facilities several years ahead of the official imple- 
mentation of migration. 4) It should include readjust- 
ment in the industrial setup, technological progress, and 
reorganization of the production pattern at a higher 
plane. 5) This method of migration makes arrangements 
for the migrant population on a stable and reliable basis 
once and for all, leaving no “‘aftermath,” and avoiding 
repeated migration. Thus we can see that the soul of 
migration is the exploitation of resources and economic 


II. The bottleneck in the migration from the Three Gorges 
Reservoir region is the issue of rural migration. Rural 
migrants should follow the method of multiple arrange- 
ments under the conditions of taking larger agriculture as 
the foundation; merging agriculture, industry and trade, 
and shaping production, supply and marketing into a 
whole range by suiting measures to local conditions, while 
engaging in farming, industry or trade according to cach 
condition. In agricultural exploitation, attention should 
be paid to: 1) Popularizing science and technology, 
changing the backward production technology in the 
reservoir region, and taking the road of reinvigorating 
agriculture with science and technology so as gradually 
to convert traditional farming to modern farming. 2) 
Elev ating the degree of intensive agricultural production, 
especially in commodity orange bases; making them 
relatively concentrated; developing orchards on whole 
stretches of land; adopting multiple methods, such as 
running by village, group, and association by suiting 
measures to local conditions so as to form an appropri- 
ately scaled economy. 3) Paying attention to capital 
input in the capital construction of farmland and water 
conservancy work, and improving migrants’ economic 
conditions in the fight against natural disasters. 4) Imple- 
menting the merger of agriculture, industry and trade 
into an organic whole, completing and perfecting the 
socialized pre-, in- and post-production service system 
for agriculture; establishing a whole-ranging network 
compatible with the development of larger agriculture— 
including science and technology, storage, processing, 
information and circulation—so as to elevate the degree 
of socialization and commodity production. 5) Imple- 
menting agricultural specialization, going deeper in agri- 
cultural development, following the method of “one 
particular produce for one area,”’ and giving full play to 
the advantages of local resources through the specializa- 
tion of agricultural production so as to develop a 
regional scale economy. 6) Handling well the relation- 
ship between “centralization” and “separation,” the 
combination of which should be adhered to. Here, spe- 
cial attention should be paid to a unified plan for 
arrangements for migrants. Social engineering, such as 
the capital construction of farmland, should be unified 
and coordinated by the community. Readjustments in 
the distribution relations for land use rights should be 
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conducted in a unified way. Some nonagricultural under- 
takings of collective ownership and management should 
be initiated in order to strengthen communal collective 
forces. Investment in intelligence and technological 
training should be organized likewise. 


Ill. An important target of migration from th Three 
Gorges Reservoir region for development purposes is to 
select and nurture pillar industries based on the principle 
of comparative interest so as to shape the “cash-yiciding” 
economic function of the reservoir region as carly as 
possible. Advantageous industries that can be developed 
in the reservoir region are: 1) Orchards, mainly oranges; 
2) Cash crops, mainly certain traditional Chinese medic- 
inal herbs, such as the rhizome of Chinese goldthread, 
dangshen, and hot pickled mustard tuber; 3) Town and 
township enterprises to process mainty farm and sideline 
produce should be developed in « big way, centering 
around the extension and appreciation of farm and 
sideline production, and the realm and depth of pro- 
cessing should be developed and expanded gradually so 
as to build a processing industrial system compatible 
with the development of larger agriculture. The develop- 
ment of the aforementioned three industries plays a 
considerably important role in absorbing rural migrants. 
4) Utilizing the advantages of resources to develop the 
chemical, building materials, and hydropower indus- 
tries. 5) Conducting technological transformation of the 
old industrial base, giving play to the potential advan- 
tages of existing enterprises in technology and the market 
so as to shorten the period of construction and to form a 
new industrial base. 6) Utilizing the advantages in 
resources of tourism to develop the tertiary industry, 
with tourism taking the lead. 7) Seizing the opportunities 
presented by the removal of whole towns, county sites, 
and cities to vigorously develop the building industry. 


Initiating or developing these industries calls for volu- 
minous funds. The Three Gorges Reservoir region can 
accomplish much in promoting the formation of pillar 
industries through the rational use of existing funds. 
First, it is necessary to amass the investments of various 
departments in the region to promote economies of 
scale. At present, quite a number of departments have 
capital input in the region, but such investments are 
made seperately by several departments, and are rela- 
tively diverse. For example, the water conservancy, 
forestry, and agricultural departments all have capital 
input in developing orchards, mainly for oranges, in the 
Three Gorges Reservoir region. If their investments can 
be amassed and spent according to unified planning, the 
economic returns will be greater. Second, it is necessary 
to spend effectively the funds for migration from the 
Three Gorges Reservoir region. This is vitally important. 
In the input of funds for migration at present, attention 
should be paid to the following points: 1) The delivery of 
funds for migration should be implemented promptly. 
Holdin back funds for migration will seriously affect the 
implem, ntation of the migration plan. 2) It is necessary 
to ensure the down-to-earth implementation of the 
migration budget in the stipulated proportions. 3) It is 
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necessary to magnify the input intensity of migration 
funds. Should the input intensity be low, enterprises 
suffering from deficits will devour the migration fund as 
migrants’ consumption fund; then it will be problematic 
when migration eventually can be implemented, then 
product and technical readjustment will be out of the 
question. 4) Attention should be paid to the rational 
selection of development projects. Migration funds must 
be spent on development projects that have advantages, 
a broad market, and the potential for development in the 
reservoir region. 5) Newly moved enterprises should 
adopt the new enterprise system to ensure migration 
funds so as to produce the due economic returns. If 
newly moved enterprises continue to adopt the old 
enterprise system with a nominal subjective aspect of 
property ownership, then no amount of migration funds 
could in any way fill the black hole of the drain on assets. 
In a nutshell, the effective employment of migration funds 
to readjust the industrial setup of the reservoir region is 
the kernel, and is of the essence for migrants —“capable of 
being moved, of being resettled in a stable fashion, and of 
becoming well-to-do.” 


IV. Migration for development purposes from the Three 
Gorges Reservoir region should scize the opportunity of 
the reconstruction of citics and towns to push forward the 
formation of a non-farming work force and the urbaniza- 
tion of the populace, and should build cities and towns in 
the reservoir area to be the regional carriers of modcrn 
cconomy. In the next decade or so, two cities, 11 county 
sites, and some 100 towns are scheduled to be moved. 
Proceeding from the angle of urban scale and concentra- 
tion effects, the plans for the building of these cities and 
towns should have a higher starting point. Their scale of 
construction, and especially their planning scope, need 
be expanded. Regarding the reconstruction of some 100 
towns, their merger should be carried out wherever 
possible, for the economic yields of a city having a 
population of 100,000 is different from 10 small towns 
having populations of 10,000 each; the economic yields 
of the former will be far higher than those of the latter, 
with a great capacity for absorbing migrants. 


Here, special stress should be laid on: 1) Implementing 
pluralism in the subjective aspects of investment so as to 
break through the restriction on funds for the urbaniza- 
tion of the population. First, it is imperative to do a good 
job in using the state migration exploitation funds in the 
building of the Three Gorges Project, so that they may 
produce the effect of absorbing the rural and urban 
migrant population. Second, it is imperative to make full 
use of the funds in peasants’ hands, as well as nongov- 
ernment assets. Third, it is imperative to utilize external 
funds to push forward the transfer of the rural and urban 
populations. 2) Adhering to reform of the land-use 
system, allotting whole stretches of land—like leasing 
land to foreign businessmen in special economic zones to 
build industrial zones in townships and towns in new 
county sites to enable dispersed industrialization in 
townships and towns to develop in the direction of 
urbanized industrialization, and to convert peasants in 
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town and township enterprises from pursuing both 
industry and farming to citizens “of factories, as well as 
cities.” 3) Accelerating the building of rural small towns, 
and changing small towns into regional carriers of rural 
modernization. 4) Relying on old cities to build new 
ones, and accelerating the transfer of property rights for 
enterprises to be moved in diversified ways, including 
mergers, joint operations, and auctions. 


V. To case the great population pressure of a million 
migrants, the central and local governments should attach 
great importance to the emigration of migrants, while 
bringing along cconomic growth through organized labor 
exports so as to make arrangements for migrants, while 
simultancously building the social insurance system for 
the elderly so as to resolve the problems of the elderly 
among the migrant jou. Migrants moving out of 
the region may take the following channels: 1) Some are 
encouraged through policy measures to go to relatives 
and friends for shelter. 2) Regarding those villages where 
difficulties in seeking shelter elsewhere are great, their 
migration will be implemented collectively. 3) Regions 
engaged in unit-to-unit support of the Three Gorges 
Reservoir region are encouraged to employ workers from 
the region; 4) Work force exports from the reservoir 
region can be organized in a planned way. Work force 
exports will bring in funds from other provinces, and will 
cultivate peasants’ adaptability to the market economy 
while bringing along permanent migration. 


VI. The Three Gorges Itgion sa poverty-stricken region 
in China, and its economic is in urgent need of 
extemal impetus. The state needs to present an effective 
preferential policy, while mobilizing all localities and 
departments across China to support Three Gorges- 
related projects so that people in the Three Gorges region 
cam escape poverty as carly as possible. First, in deliber- 
ating and approving projects for the Three Gorges Res- 
ervoir region and for surrounding areas that will benefit, 
related state departments should include recruiting 
migrants from the reservoir region as an important 
criterion in deliberating and approving those projects. 
Second, the burden on enterprises to be submerged and 
removed for that reason should be cut back so as to 
augment their vitality, with preferential treatment 
granted them in taxation to support their removal and 
promote their development. Third, preferential treat- 
ment in taxation should be implemented for enterprises 
making arrangements for migrants and investors outside 
the region. 


VII. In the migration from the Three Gorges Reservoir 
region for dcvclopment purposes, the most important point 
is the exploitation of human resources. According to an 
analysis by relevant experts, because of the building of 
the Chang Jiang Three Gorges Project, 300,000 qualified 
people in various categories are required for economic 
development of the reservoir area over the next 18 years. 
How should human resources be exploited? First, it is 
necessary to seize the opportunity of migration, and allot 
part of the budget for migration expenditures to develop 
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vocational education. Second, it is necessary to found a 
new educational system with the merger of schooling, 
on-the-job training, and education in popular science. 
Special attention should be paid to on-the-job training, 
which involves littl expenditure but produces good 
results. 


important project in the exploitation of migrants is to 
accelerate the building of railways and highways along 
the river of the Three Gorges Reservoir region, as well as 
airports, to for a three-dimensional system of water, 
land, and air transportation so as to open a passage 
between the east, central, and western parts. Communi- 
cations, transportation, and telecom munications are car- 
riers for the circulation of industrial and farm products, 
as well as the indispensable conditions for the flow of 
production essentials. The pressing issues that call for 
solutions are: 1) Placing the building of railways along 
the river of the reservoir region on the agenda; 2) 
Accelerating the building of high-grade highways in the 
Three Gorges Reservoir region; and 3) Accelerating the 
building of the Yichang, and Wanxian Airports. The 
shaping of a three-dimensional transportation network is 
conducive to economic development in the Three 
Gorges areas; to the migration for development pur- 
poses, in addition to the economic development of all 
the Chang Jiang valleys; and to easing ties between the 
northwest, center, and east, while narrowing the gap 
between east and west China. 


IX An Important Guarantee of Migration Work Is a 
Scientific Migration Administrative Structure. It is nec- 
essary to set up an administrative structure characterized 
by combination of centralization and separation based 
on the county in order to augment strong and effective 
leadership of local government over migration work, in 
addition to implementing various responsibility systems 
combining rights, responsibilities and benefits. Migra- 
tion work involves a long period of some 20 years, the 
administrative chief executive and migration adminis- 
trators should be relatively stabilized so as to avoid 
short-term behavior. It is necessary to set up a strong and 
effective supervision and control mechanism to ensure 
the implementation of migration funds, so that funds for 
the migration engineering may be allocated effectively, 
with quality of the engineering insured. 


Promoting National Spirit Through Art Urged 
HK0301030795 Beijing RENMIN RIBAO in Chinese 
21 Dec 94 p 1! 


[Commentator’s article: “‘Developing National Art and 
Inspiring National Spirit— Congratulations on Ceremo- 
nious Holding of Activities To Commemorate Birth 
Centenary of Mei Lanfang and Zhou Xinfang’’} 


[FBIS Translated Text] Mei Lanfang and Zhou Xinfang 
were famous Beijing opera masters in our country. They 
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made immortsl, solendid contributions to the develop- 
ment of Chinese ational arts. To mark the 100th 
anniversary of the two masters’ births, a grand commem- 
orative event has been launched in Beijing. We hereby 
extend warm congratulations to the event. 


The current commemorative event is another grea‘ 
national festival for the art of Beijing opera after the 
great meeting to mark the 200th anniversary of the 
premiere in Beijing of Beijing opera artists from Anhui. 
This event was possible thanks to the great concern and 
endorsement of the CPC central authorities and the State 
Council. It is welcomed and supported by the vas’ 
number of members of literature and art circles. And it is 
an event of important significance and is an imporiant 
measure to invigorate Beijing opera, promote the 
national arts, and enhance socialist spiritual civilization. 


The national arts are our nation’s historical wealth, the 
fruit of the people's creativity over the centuries, and the 
crystallization of a national spirit accumulated and 
developed through the ages. They are an important 
hallmark of our nation’s culture and civilization. The 
national arts serve to educate, civilize, and entertain the 
people. If a country or nation loses its national arts, it 
loses the “foundation” and “backbone” that supports it 
in its struggle for survival. Therefore, developing 
national arts, a mission and duty that the times have 
entrusted to us, is of special use and far-reaching signif- 
icance to the protection and development of our coun- 
try’s fine historical culture and traditional arts, to the 
cultivation of socialist culture with Chinese characteris- 
tics, and to the development and molding of the great 
national spirit and lofty national character of the Chi- 
nese nation. 


The CPC central authorities have always attached great 
importance to the development of the national arts. 
General Secretary Jiang Zemin has repeatedly stressed 
the necessity of vigorously promoting our nation's fine 
culture and actively deveioping socialist material and 
spiritual civilization. During the national meeting on 
propaganda and ideological work, Comrade Jiang Zemin 
particularly noted that our propaganda and ideological 
work should arm people with scientific theories, guide 
them with correct public opinion, educate them with 
lofty spirit, and inspire them with fine literary and art 
works. This is the eager hope the CPC ~entral authorities 
place on literature and art, and the basic orier.tation and 
tasks for literature and art. 


At present, under the new situation in the wake of the 
establishment of the socialist market economy in China, 
the vast number of literature and art workers, in 
upholding the party’s guidelines on literature and art, 
have created and performed a large number cf high-class 
works of fine quality which have been very well received 
among the masses and are of strong artistic appeal. 
Meanwhile, a large number of fine artists have emerged. 
As a result, national culture and arts have developed in 
the new historical period, and our people’s cultural life 
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has been enriched and diversified to an ever greater 
extent. However, we should also be aware of the various 
difficulties facing the high arts and national arts in their 
path of development, and the decline in certain aspects 
of such arts is an undeniable fact. The most important 
point is that we must face reality squarely, try to meet 
future challenges, adopt correct and effective measures, 
and make every effort to promote the further develop- 
ment of the national arts. 


Today, in commemorating master artists Mei Lanfang 
and Zhou Xinfang, we should recall the great achieve- 
ments they made in the development of the art of Beijing 
opera to carry forward their artistic accomplishments, as 
well as their spirit of originality in art and their patriotic 
spirit in summing up our achievements and experiences 
in art development and inspiring successors to serve as a 
link between the past and the future, thus promoting the 
development of Beijing opera, bringing about a boom in 
art, enhancing our nation’s fine culture, and enabling the 
magnificent culture and art of the Chinese nation to 
stand proudly in the world. 


Developing the national arts and promoting the national 
spirit are important contents of education in patriotism, 
an important part of socialist spiritual civilization, and a 
basic requirement to be fulfilled in developing socialist 
culture and art. It is hoped that the vast number of 
writers and artists will unite together and strive hard and 
persistently to promote the flourishing of the national 
arts, thus providing the masses of people with richer 
nourishment for the mind. 


We wish the events to mark the 100th anniversary of the 
births of Mei Lanfang and Zhou Xinfang complete 
success! 


Commcatary Stresses Importance of Safcty 
HK0401062195 Beijing RENMIN RIBAO in Chinese 
25 Dec 94 p 1 


[Com mentator’s article: “Safety—A Matter of Primary 
Importance”’] 


[FBIS Translated Text] Several cases of extraordinarily 
ferocious fires that have occurred one after another 
recently have caused tremendous losses of lives and 
property and hang over our hearts like dark clouds. 
People cannot help ask the question: In spite of repeated 
emergency meetings convened by the State Council and 
notices transmitted to the lower levels calling for all 
localities to easure production safety and to check the 
recurrence of accidents, why do such serious fires and 
accidents still occur so frequently? Why have disastrous 
blunders been repeated and the situation worsened in 
some localities shortly after these shocking accidents 
occurred? 


For the sake of our hard-won achievements in construc- 
tion, which have been obtained with the blood and sweat 
of innumerable laborers, and the safety of the people's 
lives, which is the most valuable things on earth, we 
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hereby strongly appeal: All relevant leading cadres, 
people in charge of law enforcement and supervision, 
and personnel working in crucial posts will please 
assume their own responsibility by virtue of party char- 
acter, political awareness, and conscience! If you fulfill 
your responsibility in a more devoted fashion the people 
will be more secure and less afflicted! 


Public security has a hearing on the welfare of the people 
and the tranquility 0. ‘he country. “Maintaining peace in 
the locality” is the basic responsibility of a leading cadre. 
Guaranteed safety in work, production, and other activ- 
ities is the minimum requirement for a unit or locality. 
Without safety, not only will the material achievements 
already attained be lost, but laborers’ enthusiasm to fully 
display their creativity will also be dampened. In this 
sense, ensuring safety means protecting the productive 
forces, maintaining social stability, and safeguarding the 
achieverments of reform and construction. 


“A person who is in charge of a task must bear respon- 
sibility for it.” This is an important principle that we 
always adopt in production safety. No matter whether it 
is a locality, enterprise, unit, or institution, the principal 
leader is primarily responsible for safe production. 
Although there is generally no cadre or department 
taking special charge of safety matters in a unit or 
locality, responsibility should lie with the principal 
leader, and nobody can take his place. There are many 
links to ensure safety in production, such as the formu- 
lation of laws and regulations for safe production; the 
implementation, inspection, and perfection of these reg- 
ulations; the installation and improvement of safety 
equipment; enhancement of safety awareness and overall 
standards among the entire contingent of laborers; and 
so on. However, the most crucial point is that leading 
cadres must take the issue seriously and set a good 
example for others. Therefore, no matter how busy they 
are and how tight their work schedule is, they must not 
forget this principal responsibility; nor must they, under 
any circumstances, relax their attention to safety work. 


Bureaucratism and carelessness are the archenemies of 
production safety. Regarding the numerous cases of fires 
and serious accidents that have emerged recently, disre- 
garding pertinent safety regulations, violations of the 
rules in command and operations, neglect of duty, and so 
on are the principal causes of accidents. The exception- 
ally serious fire in Karamy on 8 December is an obvious 
example. Given the severe legal and disciplinary punish- 
ments given to group after group of people who have 
committed bureaucratism and dereliction of duty over 
the past few years, some cadres have not yet awakened to 
the horrible incidents which arise from carelessness, 
which has triggered the recurrence of so many tragedies 
that might otherwise have been avoided. 


It should be pointed out that the vast number of public 
security policemen and special personnel in fire control 
and safety departments have made tremendous contri- 
butions to preventing and reducing the damage caused 
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by various accidents. However, we should also note that 
there is still incidences of slack law enforcement and 
ineffective supervision in our work. Hence, we must not 
limit our responsibilities to such areas as the issuance of 
numerous rectification and reform notices [theng gai 
tong zhi 2419 2395 6639 4249] and serious warnings. 
Instead, we should exercise the functions and powers 
vested with us by the saw to resolutely stop units which 
do not meet or refuse to comply with the requirements 
for rectification and reform in operations and produc- 
tion. On no account should we allow a smal! numt<r of 
people to obtain economic benefits at the expense of the 
blood of the masses, otherwise, we will never genuinely 
perform our obligations. 


It has been reported that after the big fire in Karamy, 
most provinces, municipalities, and autonomous regions 
have taken action to intensify various tasks in fire 
prevention and taken emergency steps according to the 
guidelines of the State Council's notice. In some locali- 
ties, a number of enterprises and entertainment centers 
with hidden perils have been ordered to close down 
immediately. This is a positive sign. With New Year's 
Day and Spring Festival approaching, a period where the 
occurrence of various accidents is likely has come. While 
taking firm control of production safety, we should pay 
close attention to fire protection and security work in 
mass recreational sites to ensure that the broad masses 
will be able to spend their holidays peacefully and 
joyfully. Furthermore, we should take this as a turning 
point in raising the country’s safety work to a new level 
overall. 


The party's central committee always calls on leading 
cadres at all levels to grasp and discuss major events, and 
safety work is an event of paramount importance at 
present. As this is a matter of life and death, we should 
not in the least treat it lightly! Various localities must 
redouble their efforts to perseveringly intensify leader- 
ship and put regulations into practice and should always 
be on the alert and nip evil in the bud. 


*Article Reports Growth of Private Schools 
9SCM0048A Beijing ZHONGGUO SHEHUI BAO in 
Chinese 25 Oct 94 p I 


[Article by Xi Ling (3588 7227). “The Rolling Tide of 
Privatization” } 


{[FBIS Translated Excerpt] When it was founded in 
August 1992, the Guangya Primary Schoo! was called the 
largest private school in the entire country to be created 
since the establishment of the nation. It attracted wide- 
spread notice among the public and opened a new page 
in the history of private schools in China. 


In Beijing, the political center of China, 30 non- 
governmental full-time universities have been founded 
since the first non-governmental university, the Chinese 
Social University, was founded there in 1982. Since the 
first privace primary school, Jinghua Private Primary 
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School, was founded in Beijing in November last year, 
more than ten more private schools have placed adver- 
tisements in newspapers calling for students and over 90 
additional schools are awaiting approval. 


As the trend for Chinese nationals to set up private 
schools begins to heat up, foreigners are also jumping on 
the bandwagon in droves. The first “experimental inter- 
national school” in the nation hung out its sign in 
Nanjing. Following Nanjing, a large number of private 
schools calling themselves “international school,” 
“intensive English school,” or “public school” emerged 
throughout the country funded by foreign businessmen 
as joint ventures or as sole foreign investments. 


According to relevant materials, there are currently over 
1,200 private schools at or above the primary school 
level throughout the country. Non-governmental nursery 
schools are am even more important force in nursery 
school education. Eighty-five percent of all children who 
enter nursery schoo] are currently in private nursery 
schools. 


The aspect of the emergence of private schools which 
most interests people is not “public” versus “private,” 
but the issue of fees. The Jinghua Private Primary School 
requires every student to pay 13,500 yuan in annual 
tuition and living expenses, in addition to a one-time 
building fee of 30,000 yuan. 


This small sum of money pales, however, when com- 
pared with the Jinghua Middle School, a private schoo} 
in Guangzhou. The students of this schoo] must make a 
one-time Geposit of 150,000 yuan in an educational 
reserve fund. The annual fees for normal educational 
expenses arc then required at a rate of no less than 20 
percent of the 150,000. The 150,000 yuan is then 
returned to the students when they graduate. 


These exorbitant fees are clearly astronomical figures for 
the class of wage-earners with incomes of about 3,000 
yuan per year. Hence, the people who are able to attend 
these schools are definitely not common ordinary 


people. 


According to statistics from one private schoo! in Yun- 
nan, 10 percent of the parents of their students are 
individual entrepreneurs. Another 50 percent are man- 
agers of small and medium-sized enterprises. The 
remainder are society's celebrities in law, medicine, 
teaching, and other professions. The results of a count at 
one private school in Beijing showed that 39.2 percent of 
parents were the responsible authorities of companies or 
enterprises or managers of high-tech enterprises, 17.9 
percent were personnel from elsewhere stationed in 
Beijing, 14.7 were staff sent abroad, 8.2 percent were 
representatives of foreign enterprises stationed in China, 
5.5 percent were individual entrepreneurs, and 14.5 
percent were celebrities in various fields and other 


people. 


It would be a major error for us to conclude because of 
this that the door to private schools is open just tor the 
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aristocracy. Actually, only just over 40 of the over 1,000 
private schools in the whole country charge exorbitant 


fees and specialize in educating the children of the 
wealthy. The vast majority of -rivate schools do charge 
fees which are greater than public school fees but are still 
within the capacity of the wage-carning class. 


The several non-governmental universities which set up 
student recruitment stations in Haidian Road in Beijing 
in the summer of 1993 only charged 1,200 yuan tuition 
per semester. Junyi Middle School, which has adopted a 
confined management system with all students living on 
campus, only charges incoming students 1,500 yuan per 
semester for tuition and miscellaneous fees and 1,200 
wan per semester for room and board. About 60 percent 
of the students at the nearly 100 private schools in 
ithejiang Province are from families in the wage-earner 
Classes. 
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from the teaching and research institutions in various 
districts or senior instructors from key municipal or 
district secondary schools. 


Many people appreciate more flexible curricula design 
and liberated «caching methods. The private Huanan 
Girls’ College has adapted to the needs of the market by 
establishing majors almost completely in synch with 
shifts in the market. Yunnan’s New Century Schcol 
reserves one day a week for activities in society to allow 
students to leav. the school and experience real life. 


Needless to sa’, luxurious living conditions and first 
class instructional facilities warm many parents’ hi-arts. 
The Guangya and Jinghua primary schools have com- 
puter rooms, piano rooms, language laboratories, fitness 
rooms, closed circuit television systems, and central air 
coaditioning. Managers and babysitters at Bowen Pri- 
marv School take care of the students’ diet and dailv life 
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Zhu Rongji, Others at Insurance M ccting Closing 
OW0401050195 Beijing XINHUA Domestic Service in 
Chinese 0633 GMT 31 Dec 94 


[By Central People’s Broadcasting Station reporter Li 
Tao (2621 3447) and XINHUA reporter Wu Jincai 
(0702 6930 2088)} 


[FBIS Translated Text] Beijing, 31 Dec (XINHUA)—A 
State Council-hosted national conference on experi- 
ments with the system of old-age insurance for workers 
and staff members of enterprises in cities and towns 
closed in Beijing on 29 December. The meeting stressed 
that the reform of basic old-age insurance for workers 
and staff members, which combines the use of overall 
social arrangements and individual accounts, is a major 
measure that should be handled in a vigorous and serious 
manner. 


State Councillor Luo Gan presided over the meeting, 
and State Councillor Li Tieying summed it up. Zhu 
Rongji, Standing Committee member of the CPC Cen- 
tral Committee Political Bureau and vice premier of the 
State Council, delivered an important speech at the 
closing ceremony. Zou Jiahua, vice premier of the State 
Council, and State Councillor Li Guixian attended the 
closing ceremony. 


The three-day meeting summed up wur country's 
progress in reforming the old-age insuran.”: system in the 
past decade, and made arrangements for further experi- 
menting with reforming the system. Represer-tatives 
from provinces, munic)palities, and cities such as 
Shanghai, Tianjin, Hainan, and Ningbo briefed others at 
the meeting on the progress made localities in 
reforming the old-age insurance system. The representa- 
tives believed serious discussions have helped them 
increase their understanding and made clear the «\irec- 
tion and task of the relevant reform. 


The meeting held that we should fully understand the 
importance of old-age insurance to the construciion of 
the socialist market economy. Next year, we should build 
on the basic successes made by our country since the 
beginning of this year in macroeconomic reforms such as 
those concerning finance, the taxation system, foreign 
exchange, banking, and investment, and give promi- 
nence to reform of the modern enterprise system. The 
success or failure of enterprise reform is dictated by our 
ability to build a social-insurance system and improve it. 
Old-age insurance is an important component of the 
social-insurance system. The party Central Committee 
and State Council have attached great importance to the 
relevant reform. The meeting pointed out: Reform of the 
old-age insurance system, a new task that is of immediate 
concern to each worker and staff member, will have 
profound effects. The Third Plenary Session of the 14th 
CPC Central Committee made fresh and clear-cut 
demands on the establishment of a social security 
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system. All localities should seriously implement guide- 
lines of the “Decision” adopted by the plenary session, 
and programs formulated following innumerable inves- 
tigations and studies conducted in line with the guide- 
lines. 


The meeting pointed out: Our country aims to build a 
multi-layered social insurance system through the 
reform of its social insurance system. Some of the most 
important aspects cover old-age, unemployment, med- 
ical, and housing insurance. Among them, old-age insur- 
ance involves the largest amount of funds. The general 
method requires the use of a three-layered insurance 
format, which covers basic social insurance for old age, 
enterprise-supplemented old-age insurance, and per- 
sonal savings insurance, to arouse the enthusiasm of all 
quarters. Enterprises and individuals are both respon- 
sible for the old-age insurance fund—a method that 
combines the use of overall social arrangements and 
individual accounts. The reform has been suggested in 
line with our country’s realities. In the process of 
reforming the social insurance system, we should inten- 
sify the management and supervision of the old-age 
insurance fund. Purchasing state treasury bonds is a 
main way of preserving and increasing the fund's value. 


The meeting confirmed the Ministry of Labor will be 
responsible for pushing forward and giving guidance on 
the experimental reform work. The State Economic 
Restructuring Com mission may conduct experiments in 
some cities. As for the social insurance management 
system, the Ministry of Labor, Ministry of Personnel, 
and Ministry of Civil Affairs should respectively 
shoulder responsibilities according to the scheme of 
“defining functions, establishing the organizational 
structure, and determining the organizational size.” Onc 
should proceed from the principle of doing things con- 
ducive to reform, s* ability, and work when conducting 
organizational reform and restructuring, and should 
never shift one’s responsibility onto others, dispute over 
trifles, or affect work adversely. The meeting asked all 
localities and departments to attach great importance to 
reform of the old-age insurance system, strengthen lead- 
ership, make effective planning for the experimental 
work, provide more propaganda and guidance on the 
work, and extensively solicit opinions the masses 
about specific experimental plans in order to win their 
understanding and support for the reform. 


Official Urges Accounting System Establishment 
OW0401045195 Beijing XINHUA Domestic Service in 
Chinese 0545 GMT 22 Dec 94 


[By XINHUA reporter Gong Anan (7895 7093 0589)) 


[FBIS Translated Text} Beijing, 22 Dec (XINHUA)— An 
“accounting fever” swept through society following 
China's implementation of the “Business Accounting 
Standards” last July. The Finance Ministry is now step- 
ping up efforts to draw up specific accounting standards 
with a view to establishing a sound system of accounting 
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stanijards in China. What are the specific accounting 
staniiards? How are they related to ‘Business 
Accounting Standards”? Will the implementation of 
specific accounting standards once again stir up an 
“accourting fever?” With these questions in mind, this 
reporter interviewed Vice Finance Minister Zhang 
Youcai. 


Convergence with international practice is the hot topic 
of the moz.ent. The formulation and implementation of 
the “Business Accounting Standards” marked the first 
crucial step toward reforming China's accounting system 
as it basically harmonized and aligned China's 
accounting standards with international accounting 
practice. Youcai said: Good progress has been 
made in implementing the “Business Accounting Stan- 
dards” since they came into force a year ago. The main 
achievements are: 1) A new business accounting mode, 
guided by the “Business Accounting Standards” and 
regulated by the trade accounting system, has been 
initially established, resulting in more standardized and 
simpler business accounting, and more accurate and 
reliable accounting information. 2) Financial and 
accounting personnel in enterprises, and other business 
operators have changed their operational ideas and con- 
cepts, and progress has been made in internal enterprise 
management. Enterprises have widely exercised the 
financial autonomy granted them under the accounting 
standards and the new system, and this has had a 
positive impact on the transformation of enterprises’ 
operating mechanisms and on the establishment of a 
modern enterprise system. 3) The process of bringing 
China's accounting system in lirs with international 
practice has been accelerated, thus laying a foundation 
for standardizing and internationalizing China's 
accounting terms. 


On the relationship between the soon-to-be formulated 
specific accounting standards and the existing 
accounting system, Zhang Youcai pointed out: As basic 
norms, the “Business Accounting Standards” only 
address the basic principles governing business 
accounting. Specific accounting issues need to be 
addressed by specific accounting standards. According 
to international practice, basic and specific accounting 
standards jointly constitute a complete system of 
accounting standards. The system of accounting stan- 
dards cannot be complete without specific siandards. 


Zhang Youcai explained the concept of specific 
accounting standards as he was mindful that many 
people are still quite unfamiliar with this concept. He 
said: Specific accounting standards address basic and 
special aspects of the accounting business in accordance 
with the requirements of basic accounting standards. 
They may be divided into three aspects: General busi- 
ness accounting standards, standards for accounting 
statements, and special business accounting standards. 
Together with the already promulgated “Business 
Accounting Standards,” the aforementioned specific 
accounting standards will give rise to an incipient system 
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of accounting standards in China and will serve +s 
specific no. ms guiding all facets of business accounting. 


Zhang Youcai added: The establishment and functioning 
of the system of accounting standards will signify « 
genuine shift of China's business accounting mode 
toward the market economy and its convergence with 
international practice. This will have a positive impact 
on the transformation of enterprises’ accounting func- 
tions, the establishment of a modern enterprise system, 
and the promotion of economic reform and the policy of 
epening up to the outside world. For this reason, a 
system of accounting standards must be established as 
soon as possible. The Finance Ministry, which is now 
actively drawing up specific accounting standards, 
expects to initially complete work in designing China's 
system of accounting standards in two to three years’ 
time. 


In closing, Zhang Youcai noted: kt will be sometime 
before China's system of accounting standards will 
become effective. The quality of business accountants 
needs to improve further, and the profession of certified 
public accountants needs to be developed vigorously. 
The deepening of economic reform and gradual matuya- 
tion of the market economy also constitute an important 
external environment for the functioning of the system 
of accounting standards. Judging by the aforementioned 
conditions, the process of establishing a system of 
accounting standards in China can advance accounting 
reform and the development of accounting work. This 
process is closely related to overall economic develop- 
ment. Therefore, China should institute a system of 
accounting standards at an carly date. 


HK0401052995 Beijing CHINA DAILY in English 4 
Jan 9 ps 


[By Tong Ting: “Accounting Rules Set Straight] 


[FBIS Transcribed Text] China will step up its mapping 
out of detailed accounting regulations to standardize the 
country’s accounting rules system in a further move 
towards international practices, said a senior official. 


The State plans to draw up over 30 detailed accounting 
regulations covering credit, investment, foreign currency 
conversion, social securities and form of currency flow 
on the basis of the Corporate Accounting Rules (CAR), 
which have been operative now for 18 months. 


Zhang Youcai, vice-t inister of finance said formulation 
of detailed accounting regulations had been put on the 


top of the agenda. 


“Coupled with the already issued Corporate Accounting 
Rules (CAR), detailed accounting regulations to guide 
enterprise accounting are expected to comprise China's 
initial accounting rules system,” said Zhang. 
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He said the establishment and operation of the 
accounting rules system will mark the transformation of 
China’s enterprise accounting model into a system suited 
to the market economy and adaptable to international 
standards . 


It will also play an active role in the setting up of modern 
enterprise system. 


“But the effective operation of the accounting rules 
system requires an improvement in quality of the 
accounting staff,” said Zhang. 


It also calls for a great development of the profession of 
certified public accountants (CPAs) since the current 
pool of CPAs cannot meet market demands in either 
quality or quantity. 


Zhang also pointed out that the deepening of economic 
reforms and the development of the market economy 
provided important external conditions for the opera- 
tion of an accounting rule system. 


In July 1993, China issued the CAR which stipulated 
basic concepts and principles on enterprises’ accounting. 


“This laid a cornerstone for standardizing and interna- 
tionalizing our accounting language,” Zhang said. 


He said the implementation of the CAR also upgraded 
enterprises management through changing the 
accounting and management staff's ideas on enterprises 
operations. 


“We plan to finish the formulation of the detailed 
accounting regulations within two and three years,” said 
Zhang. 


The detailed accounting regulations will regulate both 
basic and specific accounting procedures on the basis of 
the CAR, Zhang said. 


Urban Land Law To Go Into Effect 1 Jan 


OW3012131694 Beijing Central People’s Radio 
Network in Mandarin 2230 GMT 25 Dec 94 


[By central station reporters (Yang Guining) and (Kuan 
Ming); from the “News and Press Review” program] 


[FBIS Translated Text] A law on the administration of 
real estate in urban areas will go into effect on 1 January 
next year. Recently, the Ministry of Construction and 
the State Land Admiristration Bureau [SLAB] sepa- 
rately held discussion meetings with experts on the 
enforcement of the law. The meetings maintained that 
the urban real estate administration law is an important 
law of the state. It will play an effective role in standard- 
izing the administration of land and real estate in China 
and in promoting reform of the land use system and the 
housing reform. Vice Construction Minister Tan 
Qinglian pointed out: The urban real estate administra- 
tion law strictly stipulates the transfer of the right to use 
land and the methods for land lease. It represents an 
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important means for the state to exercise macroeco- 
nomic regulation and control over the real estate 
industry. Successful administration of the land under 
development is of great importance to bringing the scale 
of the entire industry under control, optimizing the 
investment structure, and standardizing market 
behavior. In his speech, SLAB Director Zou Yuchuan 
stressed: Our next year’s work of land administration is 
to further standardize and foster the land market, pro- 
vide strict methods and contracts for land lease, 
announce the base and nominal prices for land at regular 
intervals, and, meanwhile, strengthen supervision and 
inspection of land. 


Plan To Raise Dam Funds From Stockmarket 
Abandoned 


HK3112055794 Hong Kong SOUTH CHINA 
MORNING POST in English 31 Dec 94 p 9 


[By Cheung po-ling in Yichang, Hubei Province] 


{[FBIS Transcribed Text] China is to shelve plans of 
raising funds for the Three Gorges project in stockmar- 
kets after studies indicated lukewarm response from 
investors. Lu Youmei, president of China Yangtze Three 
Gorges Project Development Corporation made the dis- 
closure to the SOUTH CHINA MORNING POST . 


Reports last month said the corporation would seek a 
listing in the Hong Kong stockmarket for 49 per cent of 
Gezhouba Hydroelectric Dam—a dam at Yichang, 
downstream from the Three Gorges, considered part of 
the project. The money raised would be used to build the 
Three Gorges Dam, which would take 17 years to 
complete and cost 95.4 billion yuan (HK$87.29 billion 
{Hong Kong dollars]). Stocks of the Three Gorges 
projects would be issued abroad as a fund-raising effort, 
the report said. But Mr Lu said plans of listing Gezhouba 
and Three Gorges Dam were likely to be abandoned 
because feasibility studies done by financial institutions 
such as Morgan Stanley and Merrill Lynch had predicted 
unenthusiastic response. 


“Gezhouba which is already completed could pay divi- 
dends using its own electricity revenue,” Mr Lu said. 
“However, it is not very attractive to investors because 
such revenue is largely static without much growth in the 
future. For the Three Gorges, due to its long investment 
span, it’s unlikely to be appealing to investors before 
2000 when input is desperately needed. But if we could 
hold on until 2000, why should we bother to issue stocks 
by then?” Mr Lu asked. “If we persist until 2003 we'll 
Start reaping profits when the first 12 generators are due 
to be running.” 


Instead of issuing stocks. the corporation, however, will 
float a small unspecified amount of bonds abroad as a 
trial scheme. However, many economists have said 
raising finance for such a gigantic project remains an 
enormous headache for the Government. Among the 
total cost of 95.4 billion yuan, the Government has to 
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secure about 60 billion yuan, while the rest is to be 
funded from the sale of electricity from Gezhouba and 
from the Three Gorges Dam beginning in 2003. Beijing 
has imposed a national electricity tax of two per cent for 
the dam’s construction . 


China welcomes any overseas co-operation for the dam 
project, such as fund-raising, leasing and arranging 
export and commercial credits. But foreign investors are 
said to be more interested in equipment supplies, rather 
than direct participation. 


“International Symposium Discusses Enterprise 
Reform 


95CE0160A Beijing JINGJI RIBAO in Chinese 18 Nov 
94 pS 


[Article by Wu Ming (0702 2494): ““Summary of Inter- 
national Symposium on China’s State Enterprise 
Reform”’} 


[FBIS Translated Text] Not long ago, the International 
Symposium on Chinese State Enterprise Reform co- 
sponsored by the Chinese (Hainan) Reform and Devel- 
opment Research Institute, the Chinese Economic 
System Reform Research Association, the United 
Nations Development Program, and the German Tech- 
nical Cooperation Corporation was held at the Chinese 
(Hainan) Reform and Development Research Institute 
in Haikou. 


The delegates to the symposium all believed that reform 
of Chinese state enterprises is at a crucial point for 
conversion of the entire economic system and it is 
imperative to accelerate the reform of state enterprises. 
(1) State enterprises are currently faced with numerous 
problems and difficulties rooted in the fact that deep- 
seated contradictions in the economic system have not 
been resolved. Only by accelerating reform can state 
enterprises be fundamentally extricated from their pre- 
dicament. Without reform there is no way out. (2) China 
already has implemented several aspects of economic 
reform. If reform of state enterprises lags behind, not 
only would the macroeconomic reform measures already 
implemented be unable to reach the mark or even be 
reversed, but it also could affect progress on establishing 
the entire market economy system. (3) Delay in 
reforming state enterprises also could affect the stable 
growth and healthy development of the entire economy. 
The fact that inflation currently remains high is very 
much related to state enterprises’ being unable to adapt 
to market economy reforms and being unable to adapt to 
market mechanisms. So, to control inflation we must 
fundamentally resolve state enterprise problems and 
speed up the promotion of state enterprise reform. 


I. New Thinking Is Required For State Enterprise Reform 
to Enter a New Stage 
The delegates generally believed that reform of the 


property right system is the core and the key to state 
enterprise reform. In ordering the property right system, 
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some delegates proposed three levels of property rights, 
State ownership, investor property rights, and enterprise 
legal person property rights. That is, the state would 
enjoy ownership, the main state investor would enjoy 
independent property rights, and the enterprise would 
enjoy legal perseu property rights for state enterprise 
property. Enterprise legal person property rights are 
comprehensive rights and they include material rights, 
creditor's rights, inte’lectual rights, and personal rights 
related to the property rights. 


Some delegates also advocated that some current enter- 
prise state assets be assigned to the enterprise: first by 
assigning a part according to a specific rate with every 
State enterprise benefitting; or second based on the 
amount of the enterprise’s fixed asset investment from 
funds that it raises itself or from loans after “allocation 
reform loans.”’ If an enterprise has paid back a loan, a 
rather large share of the property rights would return to 
the enterprise. The assets of this portion of the property 
rights would still be characterized as state assets, but the 
income from the assets would return to the enterprise. 


Some delegates advocated that ownership of state assets 
be divided between the central and the local level. What 
the central government invested in would belong to the 
central government and what the local government 
invested in would belong to the local government, and 
the portion that they invested in together would be 
proportionally divided. Dividing ownership by level 
actually is a relationship of dividing agents by level. The 
central government and local governments both are 
agents for the property of the whole people. Adopting 
agents by level could even more form an active compet- 
itive capital market. 


As regards the form that property rights should take, the 
vast majority of the delegates believed that it should be 
a company system. The company system is the most 
typical form of enterprise organization. Forming compa- 
nies is needed to resolve property rights problems and 
property rights reform is needed to form companies, the 
two are mutually supportive. Restructuring the company 
system is an inevitable trend. Several delegates pointed 
out that restructuring the company system should be 
premised on resolving the historical burdens and actual 
problems of enterprises along with implementing a com- 
plete set of reforms including the macroeconomic con- 
trol system, conversion of government functions, the 
social security system, and establishment of a market 
system. Individual breakthroughs are impossible. In 
restructuring the company system we should be careful 
to guard against mere formalities, changes in form but 
not in content. 


Il. Reform of State Enterprises Cannot Be “Done in a 
Draconian Manner,” Numerous Methods Must Be Flex- 


ibly Adopted 


Several delegates endorsed categorizing current state 
enterprises and adopting different reform methods for 
different categories of enterprises. In the first category, 
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for state enterprises that have incurred losses for a long 
time, have not paid back their investment, and have 
backward production technology and unmarketable 
products, we should decide to institute bankruptcy. A 
number of delegates pointed out that bankruptcy should 
be instituted for enterprises with serious losses as soon as 
possible, the earlier the greater initiative, the later the 
greater price the state will have to pay out and the more 
social problems it will be necessary to resolve. In the 
second category, for the large number of small state 
enterprises, they can gradually be transformed into non- 
state enterprises by such methods as reform, conversion, 
leasing, and sale. That is, some can be changed to the 
stock cooperative economy, some can be converted to 
collective worker ownership, some can be managed 
under lease, and some can be broken up and sold at 
auction for compensated transfer. In the third category, 
for ordinary medium-sized enterprises, we can adopt 
multilateral joint investment or grafting methods to 
change them to mixed ownership. For enterprise 
increases we can adopt partial absorption of township 
enterprise, collective enterprise, foreign firm, public 
group legal person, and private enterprise stocks and 
individual worker stock participation; or divide off part 
of the accumulation as a social insurance fund for the 
original workers and hand it over to be managed by the 
fund’s administrative organ. In the fourth category, for 
large state enterprises and some medium-sized mainstay 
State enterprises, in accordance with the requirements of 
the Company Law, accelerate the standardization of 
company system restructuring and establish a modern 
enterprise system. These are the key points of Chinese 
State enterprise reform. Within them, the extremely 
small number of natural monopolies and special enter- 
prises can be reorganized into state individual invest- 
ment companies, the vast majority should be reorga- 
nized into corporations, and some that are qualified also 
can be reorganized into stock corporations. Within the 
last two categories of companies, according to different 
situations, the state can control the stocks or not control 
the stocks, but it still would be the main public stock- 
holder. 


Quite a few delegates pointed out that under market 
economy conditions, beginning from the interest of the 
national economy, the overall interest, and the long-term 
interest, the state should adjust the structure of state 
enterprise assets and gradually withdraw from the area of 
ordinary competition and state assets should be concen- 
trated in basic industries, key areas, and public utilities 
to reflect state enterprises’ irreplaceable position and 
have state enterprises function as leaders. As regards 
ordinary competitive state enterprises, they should be 
gradually civilianized by multiple methods, including 
stock participation, joint management, transfer, auction, 
bankruptcy, and merger. Some delegates advocated that 
only those enterprises related to the lifeblood of the 
nation, monopoly industries, new high technology indus- 
tries, and public welfare facilities, should remain state 
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enterprises. The rest of the vast majority of state enter- 
prises should gradually be civilianized by such methods 
as public auction or a stock system. 


Ill. We Should Put Forth a Great Effort To Promote 
Complete Set of Reforms For State Enterprises 


Some delegates pointed out that state enterprises should 
not only merely reform microeconomic systems, but 
reform of enterprise macroeconomic systems is more 
critical and more fundamental. The line of thinking in 
conducting reform of state enterprise macroeconomic 
systems is: (1) Restructure the administrative systems 
and the makeup of state assets, including establishing a 
State Council State Asset Management Commission, 
achieving the government function of administering the 
economy of society and dividing up state asset functions, 
establishing a system for unified ownership and admin- 
istration of state assets, and achieving a structure that 
divides ownership and divides administration by level. 
(2) Restructure the system for utilizing state assets. By 
establishing a special intermediary mechanism for state 
asset investment separate the administrative function 
and the utilization function for state assets, while sepa- 
rating capital utilization for state assets from engaging in 
production. (3) Restructure state enterprise macro- 
management systems, gradually abolishing government 
departments in charge of industries. General economic 
function departments of the government would be 
unable to directly interfere in enterprises. The govern- 
ment would act as an administrator of state asset own- 
ership and would only be concerned with administering 
and overseeing direct investment in state asset interme- 


‘diary operating organizations, and would have no direct 


relationship with the operational enterprises subordinate 
to the intermediary organizations. So, the direct linkage 
of the government with a large number of operational 
State enterprises would be completely severed. 


A number of Chinese and foreign delegates pointed out 
that separating the government from enterprises is the 
key to updating the enterprise system. Former govern- 
ment-enterprise relations should be reversed and 
emphasis should be put on the government’s serving 
enterprises. Some comrades pointed out that an impor- 
tant aspect of separating the government from enter- 
prises is the need to resolve the enterprise leadership 
issue. Enterprise leaders should not adopt administrative 
appointment methods and should not indiscriminately 
use administrative grades. The chairman of the board 
should not be concurrently the general manager and the 
relationship between the chairman of the board and the 
gi-neral manager is not the leader and the person being 
led, but it is a relationship of entrusting authority. Each 
carries out his own authority based on the Company Law 
and company procedures. Membership on the board of 
directors should be diverse. In addition to investor 
representatives, there also should be expert scholarly 
representatives from society. This should be formed into 
a system. Selection of upper echelon managers is 
extremely crucial. A manager registration system should 
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be established, and all professional managers should be 
registered, and as circumstances require, have entrepre- 
neurial qualifications (such as education, service, admin- 
istrative grade, and achievements). 


The delegates believed that an important prerequisite for 
reforming state enterprises is establishing a new type of 
social security system and setup, separating the heavy 
social burden of state enterprises and resolving actual 
problems that state enterprises face. Now we should 
further accelerate reform of the social security system 
and the labor and wage system and reform of the 
residential system to create a favorable external environ- 
ment to smoothly reform state enterprises. 


Official Outlines 1995 Enterprise Reform Targets 
OW0401061295 Beijing XINHUA Domestic Service in 
Chinese 0910 GMT 22 Dec 94 


[By reporter Zhang Jinsheng (1728 6930 0524)] 


[FBIS Translated Text] Beijing, 22 Dec (XINHUA)— 
Discussing next year’s enterprise reform at a national 
economic restructuring work conference today, Hong 
Hu, vice minister in charge of the State Economic 
Restructuring Commission, said: We should accurately 
grasp the overall requirements for deepening the reform 
of state-owned enterprises, make the establishment of a 
modern enterprise system our goal, promote restruc- 
turing of state-owned enterprises in a coordinated way, 
achieve breakthroughs in key areas, and attain substan- 
tive progress in institutional renovation. 


Hong Hu said: In accordance with the guidelines of the 
central economic work conference and work arrange- 
ments for reform of the economic structure in 1995, next 
year’s enterprise reform, simply put, is aimed at estab- 
lishing a modern enterprise system by laying a sound 
foundation, by actively creating the conditions, and by 
working hard to set up the framework. We should adopt 
effective measures to solve practical problems hindering 
State-owned enterprises’ development by stepping up 
their technological upgrading and improving their man- 
agement for facilitating the shift in operating mecha- 
nisms, thereby laying a sound foundation for estab- 
lishing a modern enterprise system. We should conduct 
reform in a coordinated manner in related areas that 
impede the deepening of enterprise reform in order to 
create the conditions for establishing a modern enter- 
prise system. We should concentrate efforts to carry out 
the institutional innovation of enterprises in order to 
gradually set up a basic framework for the establishment 
of a modern enterprise system. 


In discussing ways to promote enterprise reform, Hong 
Hu said: In reforming enterprises next year, we should 
keep in mind practical problems and institutional obsta- 
cles hindering state-owned enterprises’ development. We 
should strengthen the intensity of institutional innova- 
tions and coordinate package reform with breakthroughs 
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in key areas. In line with the requirements for estab- 
lishing a modern enterprise system, we should pay par- 
ticular attention to doing such groundwork as changing 
the mechanisms, readjusting the structure, clarifying 
assets, and relieving enterprises of their financial bur- 
dens. We should continue to implement the regulations 
for changing the operating mechanisms and for super- 
vising and managing assets of state-owned enterprises 
for facilitating the separation of government au.ninistra- 
tion from enterprise management; for changing the oper- 
ating mechanisms of enterprises; and for improving 
enterprises’ internal economic responsibility systems. 
We should step up efforts to readjust the organizational 
Structure and product mix of enterprises, quicken the 
pace of conducting an inventory and check of stockpiles 
and capital and of clarifying the debts receivable and 
payable of enterpr‘ses, seeing to it that their debts left 
over from the past and their financial burdens for 
supporting social undertakings are lightened. We should 
be bold in achieving breakthroughs and be active in 
exploring effective ways and methods for establishing a 
modern enterprise system in selected enterprises. We 
should effectively combine the deepening of enterprise 
reform with finding a solution to practical problems and 
with expediting reform of the management of state- 
owned assets and reform of the management system; and 
should carry out these reforms in a coordinated manner, 
Striving to attain substantive progress in separating gov- 
ernment administration from enterprise management, in 
Straightening out property rights, in readjusting assets 
Structure, and in lightening enterprises’ financial bur- 
dens left over from the past. 


In discussing ways to solve state-owned enterprises’ 
historical burdens, Hong Hu pointed out: The general 
guideline for solving this problem is to classify state- 
owned enterprises’ debts after conducting a concrete 
analysis of the debt structure. Different types of debts 
should be handled differently according to the enter- 
prises’ circumstances. In order to optimize the allocation 
of resources, we should encourage the merger of inferior 
enterprises by superior ones. However, it is necessary to 
bear in mind that regardless of the form of solution to 
State-owned enterprises’ excessive debts, it should not 
indiscriminately clear state-owned enterprises of their 
historical debts. The problem should not be solved 
simply by letting enterprises get off with their debts, but 
should be solved through straightening out the relations 
and establishing new operating mechanisms for pro- 
moting the better development of enterprises. 


ae on ‘Snowballing’ Debt Among Statc 
irms 

HK0301063495 Hong Kong HONGKONG STANDARD 
in English 3 Jan 95 p 7 


[By Sherman Chen] 


{[FBIS Transcribed Text] State-owned enterprises owe 
banks more than 3 trillion yuan (HK$2.7 trillion), 
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according to latest statistics. Economists believe this 
snowballing debt will force China to perform major 
surgery upon state firms this year. 


Despite endless input, more than 40 per cent of state 
firms are still in the red. The cost of these losses to the 
state budget was up 27.6 per cent in 1994, Ye Zhen, a 
spokesman of the State Statistics Bureau, said. 


In fact, both the government and enterprises are 
exhausted under the pressure of heavy debts. Beijing is 
caught on the horns of a dilemma. On one hand, it must 
slow money creation and squeeze credit to bring down 
double-digit inflation and on the other hand it has to 
print more and more yuan to inject blood into anaemic 
enterprises. 


Most directors are unwilling to see their firms bogged 
down in debts too. They say they can operate production 
much better without the government intervening. Nei- 
ther are the employees pleased about debts. Workers at a 
Beijing watch factory applauded the announcement that 
their loss-making firm would be merged with a depart- 
ment store. 


For 16 years, China has tried al] ways under the frame- 
work of public ownership to save state firms but the 
effects are obvious. Under public ownership, managers 
take for granted that, since the governm. nt represents 
the public, it has the obligation to inject funds or even 
loans for wages. They joke those loans are the cost of 
maintaining social stability. 


If they cannot get money to pay wages employees will 
demonstrate, challenging the government. As a result, 
banks are ordered to lend money to state firms, though 
bankers know clearly that most of the loans cannot be 
repaid. 


More than 95 per cent of state firms rely for their 
working Capital on state-run banks but what they pro- 
duce wastes away, unsaleable, in warehouses. It should 
be made clear that they are using people's savings. 
Depositors will then have good reason to doubt the 
credit of state banks and even the government. 


One major reason China has held on to public ownership 
is the wish to safeguard its 4,000 billion yuan assets. But 
these assets have been suffering just as the private 
economy has been developing rapidly since market 
reforms were introduced in 1979. 


Take foreign investment; 30 per cent up in 1994. In a few 
years the total will exceed the 4,000 billion yuan of badly 
managed state assets. Therefore, economists are pressing 
the government to take a bold step and privatise most 
state firms. In this way, trillions of yuan in burdens will 
be shared by individuals and the government can invest 
more on basic industries, education and the poor. 


The Communist Party has been afraid that privatisation 
would undermine its authority, but it should be warned 
that it would be buried if it continued to carry all ailing 
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firms. At the last minute the government seems to have 
changed direction towards privatisation, though it still 
refuses to use the word. 


According to the cabinet-level State Commission for 
Restructuring Economic Systems, small! firms would be 
auctioned and most medium-sized ones leased or 
merged. Foreigners were allowed to buy some state 
firms, a commission official said. 


Economists with the Institute of Economics of the Chi- 
nese Academy of Social Sciences said enterprises would 
be classified by production scales not ownership. Var- 
ious forms of ownership could take place. Generally, 
more individuals would become the owners of small and 
medium-sized firms. 


But it is extremely difficult to privatise large enterprises, 
which are regarded as the backbone and last stronghold 
of the socialist economy. As a result a so-called modern 
corporate system is foreseen but the concept is so vague 
that even the policy-makers can hardly explain what it 
really is. But a general manager of a Beijing textile 
enterprise said there was no breakthrough. “The more 
they explain the more I am confused, ° he said. 


agent on Breakthroughs Achicved in 
acromanagemcnt 

OW0401045295 Beijing XINHUA Domestic Service in 
Chinese 2131 GMT 20 Dec 94 


[By reporter Zhang Jinsheng (1728 6930 0524)} 


[FBIS Translated Text] Beijing, 21 Dec (XINHUA)— 
According to the State Economic Restructuring Com- 
mission’s latest data, reform of China's macroeconomic 
management sysiem has proceeded according to the 
overall plan. The country has achieved breakthroughs 
and favorable results in successively carrying out reform 
of the fiscal and taxation, banking, foreign trade, and 
foreign exchange systems. 


As the focal point of 1994’s reform, the reform of the 
macroeconomic management system has produced 
notable results in the following four aspects: 


—A major stride has been taken in reforming the fiscal 
and taxation system. A system of tax divisions has 
basically taken shape nationwide, and separate central 
and local taxation bureaus have in general been set up 
and begun operation. A major reform was undertaken 
in the circulating tax system to simplify and combine 
tax rates, to standardize rules and regulations, and to 
underscore the dominant role of value-added tax. 
Income taxes for domestic enterprises and for individ- 
uals were unified. The resource tax and other tax 
categories were readjusted. Judging from implementa- 
tion over the past year, the operation of the new fiscal 
and taxation system has proceeded smoothly; and the 
reform of the taxation system has yielded desired 
results, exerting a positive influence on improving 
China’s financial situation. In the first 11 months, 
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financial revenues totaled 419.5 billion yuan, which is 
18.9 percent more than that of the same period last 
year. 


— Banking system reform has proceeded steadily. The 
central bank has strengthened its functions in stabi- 
lizing the value of renminbi and in improving mone- 
tary supervision and control; and has noticeably 
enhanced its capabilities in macroeconomic regulation 
and the control of banks. With the successive inaugu- 
ration of three policy-lending banks, namely the 
National Development Bank, China Export-Import 
Bank, and China Agricultural Development Bank, an 
important step has been taken in separating policy- 
lending banking from commercial banking. The 
groundwork for changing specialized banks into com- 
mercial banks has been laid. The pace of banking 
legislation has been sped up, with the drafts of such 
major laws as the “Law on the People’s Banks in 
China” and the “PRC Banking Law” being formally 
submitted to the National People’s Congress after 
discussions by the State Council. Unauthorized loans 
and indiscriminate fund-raising have basically been 
curbed. Since the beginning of this year, the volume of 
currency issuance and loans has been brought under 
control, and is generally consistent with the targets set 
at the beginning of this year. 


— Significant progress has been made in reforming the 
foreign exchange management system. China has suc- 
cessfully unified the official exchange rate with the 
exchange rate on foreign « ..ange adjustment mar- 
kets, has abolished the practice of enterprises retaining 
a portion of foreign exchange and delivering the rest to 
the state, and has introduced a system of settling and 
selling foreign exchange at banks. An inter-bank for- 
eign exchange market, with designated foreign 
exchange banks as the main body of transactions, has 
taken shape. The success of foreign exchange system 
reform has given a strong impetus to the reform of 
foreign trade and other related systems, laying the 
foundation for establishing a floating exchange rate 
system based on market supply and demand, and for 
making the renminbi convertible currency and ulti- 
mately bringing it on to the international market. 


— The reform of the foreign trade system has developed 
in depth. The country has canceled mandatory plans 
in foreign trade, and implemented guidance plans on 
the total volume of imports, collection of export 
proceeds, and use of foreign exchange for imports; has 
improved the management of import and export 
quotas of important commodities, tried out quota 
bidding for 13 categories of commodities, and imple- 
mented a voluntary registration system of importing 
specific commodities; has continued to readjust the 
customs tariff structure, and lowered the overall leve! 
of tariffs; has improved and perfected the export tax 
refund system, and introduced a credit policy favor- 
able for the growth of foreign trade exports; and has 
sped up foreign exchange legislation. These reforms in 
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foreign trade and exchange systems have effectively 
promoted foreign trade exports and halted redundant 
imports. As of the end of November, the total volumes 
of imports and exports were $97.75 billion and 
$102.53 billion, topping the same period last year by 
13.8 percent and 31 percent respectively, and averting 
the foreign trade deficits several years in a row. 


“Commceatary’ on Structural Economic Reform 


HK0401092295 Beijing LIAOWANG in Chinese No 51, 
19 Dec 94 pp 4-5 


(“Special article” by staff reporter: “Commentary on 
Macroeconomic Structural Reform in 1994’’} 


[FBIS Translated Text] The year 1994 was undoubtedly 
a very eventful one after China introduced economic 
Structural reform. Most of what we discussed and 
expected over the years was realized this year. Reforms 
of the macroeconomic system, including foreign 
exchange, finance and taxation, banking, investment, 
and foreign trade, have been introduced one after 
another or officially implemented since 1 January this 
year, and they have inspired the people. 


The reforms proceeded normally over the year. Progress 
was smooth and the anticipated results were achieved in 
a number of fields. However, some reform measures still 
need to be improved and perfected. Obviously, it is 
unrealistic to manifest the enormous benefits of all of 
these reforms within a short period. With the substitu- 
tion of a new system for the old and the establishment of 
a market economy, it is estimated that the principles 
embodied in these reforms and the direction they have 
illuminated will produce a positive and far-reaching 
influence. 


Merger of Exchange Rates and Smooth Transition 


The reform of the foreign exchange management system 
abolished the dual-track exchange rate system, which 
distorted the relationship between market supply and 
demand, and allowed exchange rates to float in the 
market. Commencing on 1 January 1994, the “renminbi 
foreign exchange quotations’’ published daily in the 
press foreign exchange columns were changed to “ren- 
minbi market exchange rates.’’ Unitary and floating 
exchange rates truly reflect the relationship between 
supply and demand in the market at home and abroad 
and have moved closer to market quotations. 


The merger of the exchange rates was a good start as it 
did not lead to drastic fluctuations in the foreign 
exchange market, which some people had worried about. 
The participation of the People’s Bank of China in the 
market mintsined the stability of foreign exchange 
prices. Vi: ¢J o >; the whole year, the exchange rate of 
Renminbi revi —s-d stable and rose somewhat. 


As a matter of fact, the previous official exchange rate 
existed in name only since the devaluation of the ren- 
minbi in the 1990's. Moreover, it gave rise to many 
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problems, such as unfair competition between state 
enterprises and foreign-funded enterprises, foreign trade 
enterprises bearing pressure both irom prices raised for 
goods supplied in the domestic market and prices forced 
down in transactions with foreign businessmen, and 
registered capital invested by foreign businessmen was 
calculated according to the official rate, while profits 
remitted by most foreign-funded enterprises were calcu- 
lated according to market rates, which dampened the 
enthusiasm of foreign businessmen for investment. The 
most important thing is that the existence of the official 
exchange rate created difficulties for the state in applying 
economic means to maintain a balance of international 
payments. 


Foreign exchange reform strengthened the status of the 
renminbi to an unprecedented degree, which laid the 
foundation for the renminbi to become a convertible 
currency in most cases and ultimately a convertible 
currency in the market. 


In consideration of their vital interests, ordinary people 
were especially worried that the merger of exchange rates 
would raise prices of imports and even lead to all-round 
price hikes. Because of limited official foreign exchange 
quotas, most import commodities were purchased at the 
regulated foreign exchange price at that time. The cost of 
some imports was even higher than the current unified 
exchange rate. Moreover, the state lowered tariffs on 
some import commodities, such as refrigerators and 
color television sets. For this reason, prices of imports 
closely related to the people's livelihood remained basi- 
cally stable. 


Following the merger of exchange rates, exports 
increased, the banks’ foreign exchange settlements 
exceeded foreign exchange sales, and the state’s foreign 
exchange reserve increased sharply. The latest statistics 
released by the State Administration of Exchange Con- 
trol indicate that foreign exchange reserves had reached 
$39.8 billion by September 1994, an increase of $18.6 
billion over the earlier part of the year. 


We can also see from the survey conducted of 14 types of 
Chinese entrepreneurs in the latter half of the year that 
entrepreneurs have a good impression of the reform of 
the foreign exchange system. Most of them believe that 
the use, settlement, and sales of foreign exchange are far 
more convenient and reasonable than in the past. 


Reform of the Financial and Taxation System Should 
Be Focused on Change of System 


In the decade or so since reform and opening up, China's 
financial and taxation system has undergone several 
reforms. Finance Minister Liu Zhongli particularly 
pointed out that, in contrast with past occasions, the 
current reform will be focused on effecting systemic 
change and structural readjustments in the distribution 
setup rather than delegating powers and sharing benefits. 
Moreover, the reform of the tax system and enterprise 
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profit distribution will be carried out together with the 
implementation of the separate tax systems. 


The target of the financial and tax system reform is to 
change the current local finance and tax contract system, 
implement the separate tax system which rationally 
defines the powers of the center and the localities and 
determines their revenue in light of tax categories, and 
establish a central and local tax system. The core of tax 
reform is to establish a circulating tax system based on 
value-added taxes, unify enterprise and individual 
income taxes, and at the same time reform the profit 
distribution system of state enterprises. 


The introduction of new tax reforms seems a bit hasty. 
However, the reform has been deliberated for some time. 
Moreover, China’s national conditions were taken into 
account in drafting the plan and the experience of the 
developed nations was also boldly taken as reference. 
Viewed from its operation over the year, the new system 
has not created fundamental problems. Moreover, 
prices, which people are most concerned about, did not 
soar because of the tax reform. In analyzing the inflation 
factor at the end of the year, experts found that it had not 
exerted much influence on tax reform. 


Viewed from the current situation, the new tax system 
has gradually embarked on a normal path, tax evasion 
has decreased, and national revenue has increased 
remarkably compared with last year. The national work 
of establishing provincial-level state and local taxation 
offices was completed in mid August, and all localities 
are stepping up efforts to establish tax organs at and 
below the provincial level. A dozen provinces, munici- 
palities, and autonomous regions, including Beijing, 
Inner Mongolia, and Hebei have comprehensively fui- 
filled the tasks of setting up state taxation and local 
taxation branches at the prefectural, city, and county 
level, which have started operation in light of the new 
system and rules. 


The new tax system's method of offsetting and deducting 
value-added taxes is a practice adopted by many coun- 
tries to avoid double taxation and to exercise control 
over tax evasion, which is of great significance to levying 
taxes on an equitable basis and establishing a market 
economy. Due to inadequate estimates of inspection 
methods, the issuance of fake value-added tax invoices 
became a big loophole causing serious losses to the state. 
Apart from stepping up efforts to sternly attack criminal 
offenses in this regard, it is necessary to adopt funda- 
mental measures to make up losses. 


Financial Reform: Enhanced M acrocconomic Regulation 
and Control of Central Bank Over Currency 


The series of reform measures introduced this year was 
aimed at establishing a powerful system of macroeco- 
nomic regulation and control in the field of banking. The 
headquarters of the People’s Bank of China has exercised 
unified management over currency and credit. The scope 
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of macrofinancial monitoring is gradually being 
extended to the money supply and total lending by all 
financial organizations. 


The People’s Bank of China started open market opera- 
tions in the middle of the year. Instead of creating 
overdrafts and borrowing money directly from the cen- 
tral bank, central finance pooled the funds required for 
State construction through the issuance of treasury bonds 
in society. 


Through open market operations, the central bank exer- 
cised indirect macroeconomic regulation and control 
over the money supply, which effectively avoided a 
shock in society caused by additional loans, the scale of 
credit, and other direct means of regulation and control. 
Only when it is necessary to exercise regulation and 
control over the economy will the central bank handle 
the currency through the three major channels of dis- 
count mortgages, the treasury bond market, and the 
foreign exchange market, which have a regulation and 
control effect when they are extended to financial orga- 
nizations. The financial organizations operate in the 
money market instead of the central bank. Undoubtedly, 
this will enable the central bank to become a genuine 
monitoring organ which independently performs regula- 
tion and control functions, creates conditions to over- 
come the economic fluctuations which have occurred 
frequently over the past decade or so, and also to set 
higher demands on an underdeveloped financial market. 


Following the establishment of the State Development 
Bank and the China Import and Export Bank in April 
and July this year, the China Agricultural Development 
Bank was set up on 19 November. Hence, the task to set 
up three policy banks, which was assigned by the State 
Council, has come to an end. Viewed from the agenda of 
genuinely separating com mercial financial business from 
policy financial business and turning the specialized 
banks into commercial banks, progress remains to be 


speeded up. 


As a matter of fact, the specialized banks will still play 
the “protective” role of government for a considerable 
period of time. The specialized banks will have to grant 
loans of a policy nature to loss-making enterprises. The 
specialized banks are, in essence, credit organs respon- 
sible for maintaining socia! stability and supporting 
economic growth. 


Regulation and control by the People’s Bank over money 
and credit are still manifested in applying administrative 
means over credit quotas and directly determining 
interest rates and the issuance of currency, which clearly 
indicates its administrative role. 


Nevertheless, as long as enterprises are allowed to lag 
behind in payments of principle and interest on loans for 
an unlimited period of time or simply refuse repayments, 
their response to interest rates will still be slow. As a 
result, it is impossible for the central bank to totally rely 
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on interest rates, an important lever in exercising regu- 
lation and control over the economy, in the market. 


Pave Way for Enterprise Reform 


The reform of the investment system, which is aimed at 
creating an independent investment entity, has always 
faced difficult questions, and the situation in the coming 
year could be even more serious: How should we check 
the excessively large scale of investment in fixed assets 
and runaway inflation, create a comfortable macroeco- 
nomic environment, and alleviate inflationary pressures. 


The reform of the foreign trade system this year has 
created a good momentum for China’s trade. 


The purpose of all these reforms is to lay a solid 
foundation for fair competition among enterprises so 
that we can focus attention on establishing a modern 
enterprise system in the coming year. As the main 
subject of the market, the success or failure of enterprise 
reform is closely related to the destiny of our reform as a 
whole. 


‘Five City Groups’ Reportedly Emerging 
HK0201042595 Beijing ZHONGGUO XINWEN SHE 
in English 0628 GMT 31 Dec 94 


[FBIS Transcribed Text] Beijing, December 31 (CNS)— 
China’s reform and openness to the outside have 
resulted in a rapid development of coastal cities, cities 
along rivers, railways and borders in the country, 
forming many new economic development belts and 
economic “‘golden corridors” there. 


In 1984, China established Shenzhen, Zhuhai, Shantou 
and Xiamen special economic zones, then further 
approved 14 coastal opening cities, namely Dalian, Qin- 
huangdao, Tianjin, Yantai, Qingdao, Lianyungang, Nan- 
tong, Shanghai, Ningbo, Wenzhou, Guangzhou, Zhan- 
jiang, Beihai and Weihai. In 1985, China opened the 
Yangtze River Delta, the Pearl River Delta and South 
Fujian to the outside world; In 1988 the Liaodong 
Peninsular, the Shandong Peninsular were also opened, 
and Jinan, Shaoguan, Heyuan and Meizhou were also 
included into coastal econemic opening areas. Thus, five 
city groups located in coastal economic opening areas 
have been formed. They are city groups in the Pearl 
River Delta, the Yangtze River Delta, the Liaodong 
Peninsular, the Shandong Peninsular and Beijing— 
Tianjin— Tangshan regen. 


Starting from early 90s, while building the Pudong New 
Development Zone, a city belt along the Yangzte River 
with the Pudong New Development Zone as its “dragon 
head” has been gradually forming in the country. The 
belt has become horizontal axle to promote the economic 
development in the country. With the rising of numerous 
new cities along railways and 13 border cities, counties 
and towns, a new pattern of opening the country’s inland 
and border areas to the outside world has now been 
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formed, enabling its border areas to be a new “golden 
corridor” for economic development in the country. 


Among the above five city groups, most cities have seen 
their annual GD)? reaching or surpassing RMB [ren- 
minbi] 20 billion while ten or more cities’ per capita 
annual GDP has exceeded RMB 8,000. With the gradual 
enhancing of their economic strength, this batch of cities 
are now giving a positive impact on economic develop- 
ment of their surrounding areas. An economic develop- 
ment pattern with cities helping while supported by their 
surrounding rural! areas, has raised the overall level of 
urbanization in the country. 


Beijing To Control ‘High-Grade’ Building 
Construction 


HK0201042695 Beijing ZHONGGUO XINWEN SHE 
in English 0448 GMT 31 Dec 94 


[FBIS Transcribed Text] Beijing, December 31 (CNS)— 
The Chinese government will launch a campaign to 
tighten its control over high-grade building projects so as 
to improve the structure of investment in fixed assets. 


By the end of 1995 [year as received], no new projects of 
high-grade guesthouses, office blocks and luxurious 
villas wiJl be approved in the country, said an official 
from the State Planning Commission. 


The construction of expensive recreational facilities such 
as golf courses and racecourses will also be banned in 
1995. 


At the moment, investment scale in fixed assets in the 
country is too large for her to bear. 


Statistics revealed that more than 40 golf courses have 
been completed in recent years or are still under con- 
struction now, which involve a gross investment of more 
than RMB [renminbi] 10 billion. 


According to the official, China is now working hard to 
regulate its investment structure. While tightening its 
control over high- grade building projects, China will 
speed up its construction of infrastructures including 
agriculture, energy, transport, telecom munications, raw 
materials, etc. as well as basic industries. 


Report on Highway Construction in 1994 
OW0401063595 Beijing XINHUA in English 0626 
GMT 4 Jan 95 


[FBIS Transcribed Text] Beijing, January 4 (XIN- 
HUA)—In 1994, China constructed 16,500 km high- 
ways, including 444 km expressways, according to 
sources from the Ministry of Communications. 


China now has a total of 1.1 million km highways. 


The sources said that in the past year a large number of 
major highway projects broke ground. By the end of the 
year, 40 large foreign-funded highway construction 
projects became operational. 
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In recent years China has accelerated its use of foreign 
funds in highway construction. Since 1988 the Ministry 
of Communications has approved 594 transportation 
projects. 


According to a highway development outline designed 
by the Chinese government, by the year 2000 the total 
length of the country’s highways will reach 1.25 million 
kms. 


State To Ensure Charitics Receive Fundraiser 
Benefits 


HK0301074295 Beijing CHINA DAILY in English 2 
Jan 95 p2 


[By Liang Chao: “State To Ensure Needy Get Profits of 
Benefit Shows” ] 


[FBIS Transcribed Text] The central government is 
tightening control over benefit performances and other 
fund-raising events purportedly held in the name of 
charities. 


The Ministry of Civil Affairs, which is responsible for 
welfare work, has issued a decree prohibiting unreason- 
able payments to people participating in charity perfor- 
mances. 


The move was made after a series of cases were reported 
last year in which sponsors, pop singers and film stars 
were found to have made huge profits from charity 
fund-raising activities. 


The allowances paid to participants in such perfor- 
mances should be limited to subsidies for food, hotels 
and transportation, ministry officials told China Daily at 
the weekend. 


Although no limit was put on such allowances, the decree 
is seen as a major step to tighten official control over 
benefit performances and other events purporting to be 
for charity. 


Several major cases have come to light in recent years in 
which donations were pocketed or embezzled by spon- 
sors after paying too much for pop singers and movie 
Stars to participate. 


Two cases revealed last year aroused great public con- 
cern. In one, 800,000 yuan ($96,000) in donations and 
half of the 60,000 yuan ($7,100) worth of donated 
articles were taken by some of the people running a 
charity event sponsored by Wuhan Women's Federation 
to raise money for 70 orphans housed by Greenshade 
Children’s Village, the country’s first non-government 
charity. 


In the other case, one of China’s best-known pop singers 
took 70,000 yuan ($8,300), half of the total funds raised 
at a benefit performance held to finance a school in his 
home town. 


The decree, which was issued last month, is seen as a step 
towards regulating the China’s chaotic popular culture 
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market, in which pop singers and television celebrities 
have become millionaires overnight, receiving as much 
as 120,000 yuan ($14,000) for a single commercial 
performance. 


Some pop singers and movie stars from Taiwan and 
Hong Kong have been reported as earning | million yuan 
($118,000) for a series of commercial performances on 
the mainland. 


To safeguard the interests of donors and people in need, 
the decree stipulates that the proceeds from charity 
performances must go to those for whom they are 
intended, including the poor and victims of natural 
catastrophes such as earthquakes and floods. 


The decree stipulates what criteria agencies must fulfil to 
hold such performances, as well as application proce- 
dures. 


The Ministry of Civil Affairs will be in charge of 
approving benefit performances while the Ministry of 
Culture wiil be responsible for deciding what groups can 
conduct such activities. 


Only welfare institutions or groups are eligible to run 
benefit performances, the officials said. 


And all income from such performances will be subject 
to official auditing. 


The ministry will supervise how the donations are used 
and publish the information through the media. 


China Publicizes Scrvice Industry Survey Results 
OW0301171195 Beijing XINHUA in English 1613 
GMT 3 Jan 95 


[FB'S Transcribed Text] Beijing, January 3 (XIN- 
HUA)—- Over 21 million enterprises or departments 
were working in the service sector by the end of 1992, 
with individuals making up 77.33 percent of the business 
owners, according to initial results made public today by 
the National Service Industry Survey Office. 


According to the office, 2.31 million enterprises in the 
service trade are state-run, 11.58 percent of the total. 
Some 2.48 million of them are owned by collectives, 
11.26 percent of the total. The rest are run by private 
owners, co-operatives or share-holding enterprises. 


Apart from individual enterprises, 28.88 percent of the 
total business involves services for government organi- 
zations and com munities, followed by 27.79 percent for 
wholesale and retail] and catering. 


The rest involves services for education, culture, broad- 
casting, public health, sports, social welfare, agricultural 
services, finance, insurance, communications, storage 
and telecom munications. 


Most of the individual’ owned firms in the service 
trades specialize in trade followed by transportation and 
repairs, the survey results show. 
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eats Sate Comgasy Salts Eieesd Gagne 


OW0201025195 Beijing XINHUA in English 0233 
GMT 2 Jan 95 


[FBIS Transcribed Text] Wuhan, January 2 (XIN- 
HUA)—Dongfeng Auto Company in Central China's 
Hubei Province has completed construction of an 
advanced diesel engine plant in Xiangfan City, also in 
Hubei. 

According to officials with the company, the new plant, 
which has passed a state appraisal recently, is equipped 
with a complete set of advanced technology on diesel 
engines B from the Cominse Company of the United 
States. Construction of the plant started in May of 1988 
and the plant began trial production in 1989. The whole 
project cost 328 million yuan. 


At present, the plant has begun mass production of diesel 
engines and has formed an annual production capacity 
of 60,000 sets of quality diesel engines which can be 
applied in light-, middle- and heavy-duty trucks, as well 
as in engineering machinery, generating units and ships. 


The localization ratio of the engine parts amounts to 70 
percent. 


Dongfeng Auto Company, headquartered in Shiyan 
City, Northwestern Hubei, is believed to be among 
China’s largest producers of automobiles. It now mainly 
preduces middle- and heavy-duty trucks, with an annual 
production capacity of 180,000 trucks. 


The officials added that the company is undergoing 
transformation into a joint-stock conglomerate and 
when completed, the group will produce more light-duty 
trucks, cars and special-use vehicles. It will take 15 years 
for the conglomerate to build itself into a large auto 
producer in the world, with its production capacity 
reaching one million automobiles a year. 


Largest Oilfield Achicves Output Increase 
OW0101143695 Beijing XINHUA in English 1242 
GMT 1 Jan 95 


[FBIS Transcribed Text] Daging, January 1 (XIN- 
HUA)—The Daging Oilfield, China's largest, produced 
56 million tons of crude oil in 1994, an increase of 
100,000 tons over that of the previous year or the 19th 
Straight years for oil production growth. 


By now, the oilfield has produced nearly 1.3 billion tons 
of crude oil since it was developed some 30 years ago. 


However, occording to authoritative sources here, the 
oilfield’s comprehensive water-bearing rate has 
approached 80 percent and 64.5 of the exploitable 
reserves have been tapped, 


To tap the potentials, the oilfield has worked out a set of 
advanced oil exploiting technology and maintained the 
high output momentum until now. 
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At present, the oilfield is striving to keep its annual 
production at 50 million tons to the end of the century. 


Nation To Produce 96 Million Tons of Stcei in “95 


OW3012171294 Beijing XINHUA in English 1556 
GMT 30 Dec 94 


[FBIS Transcribed Text} Beijing, December 30 (XIN- 
HUA)— China is expected to turn out 96 million tons of 
steel next year, up some 4.3 percent from 1994. 


Bi Qun, vice-minister of the Metallurgical Industry told 
a news conference here today that the output of steel this 
year is expected to top 92 million tons, the first time ever 
to surpass 90 million, and 2.75 percent greater than in 
1993. 


Meanwhile, output of rolled steel and pig iron are 
expected to hit 80 million tons and 95 million tons, up 
3.8 percent and 8.73 respectively, Bi said. 


He said that the situation has been difficult for the 
production of steel and iron in the past year, but the 
industry managed to hit the state-set targets by manu- 
facturing more best-selling products, and reducing the 
number of unpopular goods and stopping production of 
overstocked goods. 


Exports have also been encouraged to ease worries of 
overstocking and make the industry's enterprises reach 
international standards, the vice-minister said. 


By December 20, China had exported 3.11 million tons 
of billets and pig iron, an increase of 110,000 tons over 
the state-set goal. 


Pharmaccuticals Indusiry Grows in 1994 
OW0201082295 Beijing XINHUA in Engli:’. 9733 
GMT 2 Jan 95 


[FBIS Transcribed Text] Beijing, January 2 (XIN- 
HUA)—After four consecutive years of rapid growth 
averaging 23 percent, China’s pharmaceuticals industry 
expanded another 13 percent in 1994, a rate experts 
consider healthy. 


Sources at a national meeting of directors in charge of 
local pharmaceuticals sectors said that large and 
medium-sized state-owned pharmaceuticals enterprises 
contributed a great deal to the growth last year. 


Such enterprises, alyout 22 percent of the total nation- 
wide, produced 65 percent of the total industrial output 
of this sector. 


Their sales earnings and gross pro‘its accounted for 81 
percent and 91.3 percent, respectively, of the national 
total. 


Of the state-owned pharmaceutical enterprises, the 
Northeast China Pharmaceuticals Group Company, 
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North China Pharmaceuticals Group, Harbin Pharma- 
ceuticals Factory and six others were among China's top 
$00 industrial enterprises in 1994. 


The sources also said that pharmaceuticals exports for all 
of 1994 reached 12 billion yuan (about 1.4 billion U.S. 


dollars}-worth, up 50 percent from a year ago. 
National Mobile Phone Network To Bc 
Established 


OW3112025294 Beijing XINHUA in English 0210 
GMT 31 Dec 94 


[FBIS Transcribed Text] Beijing, December 31 (XIN- 
HUA)—China is expected to form the world's largest 
roaming network for its mobile phone communications, 
and all public mobile phone subscribers, from January 1, 
will be able to use their phones from any city or county 
across the country, 


According to a spokesman from the Ministry of Post and 
Telecom munications (MPT) announced here Friday (30 
December], the establishment of the national mobile 
communications network on a trail basis indicated “‘a 
new development stage for China’s mobile phone ser- 
vice.” 


Since China first introduced mobile phone service in 
November 1987 in Guangzhou, the service has been 
growing at annual rate of over 200 percent, the paper 
said. 


So far, there are about 1.5 million mobile phone sub- 
scribers throughout the nation, 900,000 more than at the 
end of last year, according to the spokesman. 


Mobile phone services operate in al) Chinese provinces, 
autonomous regions and municipalities. 


Under an MPT plan, China will have six million mobile 
phone subscribers by the year 2000. 


Sources said that the world's major telecoms companies 
including Motorola, Ericsson and Nokia are competing 
for access to China's huge mobile communications 
market. 


Aviation Industry Maintains Stcady Growth 
OW0401113995 Beijing XINHUA in English 0923 
GMT 4 Jan 95 


[FBIS Transcribed Text] Beijing, January 4 (XIN- 
HUA)—In 1994, China received 92 civil aircraft of 
various kinds, including 48 large and medium-sized jet 
liners, two small airfreighters, and 42 trainers. 


Among the large and medium-sized planes imported last 
year, nine belonged to China South Airlines, five went to 
Air China (Group), four to Eastern Airlines (Group), 
seven to Southwestern Airlines, and five to North Air- 
lines. 
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Sources from the Civil Aviation Administration of 
China (CAAC) said that last year CAAC did much of its 
expansion in investment in training facilities for various 
kinds of personnel, while the China Civil Aviation Flight 
Institute bought 42 trainers and three flight simulators 
for training pilots. 


In the past few years China's civil aviation has main- 
tained a steady growth, and there are now more than 40 
airline companies, with more than 420 planes of various 
kinds. 


In the coming few years CAAC’s passenger business will 
continue to grow at over 20 percent a year, and by the 
year 2000 more than 400 new passenger planes will be 
needed. 


Finance & Banking 
*Personal Income Tax Levy Escountcrs 
Difficulties’ 


95CE0174B Chengdu SICHUAN JINGJI RIBAO in 
Chinese 24 Nov 94 p 2 


[Article by Bing Ren (0393 0086): “What Are the Diffi- 
culties in China's Number One Tax Revenue Problem?" } 


[FBIS Translated Text] While China has been 

income taxes for 14 yexrs, they make up only 
1.17 percent of our tax revenues, s¢ are laughed at as our 
“gumber one tax revenue probicm.” 


A poll would show that while personal income taxes are 
insignificant in amount, their collection difficulties 
would undoubtedly make them the “cellular telephone” 
[state of the art, or number one problem] of all tax 
Categories. 


Reports show that in 1993, China collected 359.7 billion 
yuan in industria] and commercial tax revenue, but only 
4.2 billion in personal income taxes in accordance with 
the new tax law, to make up only 1.17 percent of our 
gross tax revenue, while personal income tax revenue in 
the United States makes up 45 percent of gross federal 
revenues. 


In fact, since China began levying the personal income 
tax in 1981, 14 years have passed, with personal income 
subject to 11] tax -egories according to the new tax 
law that went i ct on 1 Jan 94. The new tax law 
provides that wa,- and salary income over 800 yuan a 
month is taxable, with monthly income from 800 yuan to 
1,300 yuan taxed at a rate of S percent, and that from 
1,300 to 2,800 yuan at a rate of 10 percent. Projecting 
from this, ihe higher the income, the higher the tax rate, 
up to a maximum of 45 percent. 


The data show that China now has over 44 million 
individuals with annual incomes over 30,000 yuan, so 
that our annual revenues from personal incoime taxes 
ought to be at least somewhat over 10 billion yuan. But 
projecting from revenue for the first 5 months of 1994 of 
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2.342 billion yuan, our annual revenue from personal 
income taxes in 1994 will be only 5-6 billion yuan, 
meaning that we miss nearly as much as we collect. In 
Guangdong Province for the first seven sionths of 1994, 
personal income tax revenue reached 690 million yuan. 
But while Guangdong’s personal income tax revenue 
'anks first in China, the ratio of personal income tax- 
payers in Guangdong to overall population remains 
quite low. It is estimated that less than 8 percent of 
Guangdong residents pay personal income taxes. As this 
is the state of affairs in Guangdong, the number of 
personal income taxpayers in other places could be 
called few and far between. So what actually are the 
difficulties in persona! incume tax collection? 


aw 1: The concept is hazy, making it hard to 
a conscientious taxpaying mindse: among tax- 
payers. ios tie has long practiced a low-wage, low-tax 
policy, with state revenues coming mainly from enter- 
prise profit payments, leaving the ordinay citizen nearly 
unconnected to state revenue. “No taxes” was lauded for 
a time as a superiority of socialism, a matter of dignity. 
The tax revenue climate so formed has left the concept of 
paying taxes quite hazy among Chinese ci:izens, having 
become the most direct obstacle to tax collection and the 
establishment of a new tax revenue order. 


2: lacomes are covert, leaving tax source over- 
sight and contro! hard to achieve. The tax collection 
sector reports that with regard to personal income taxes 
at present, except for wages that are reported on wage 
sheets and are easy to collect on, the rest means fighting 
“a guerilla war” with taxpayers. As has long been 
reported by the media, the well-known “aftertax” 
income earned from performances by film and pop stars 
has become an effective means for them to get rich. The 
tax department in Beijing's Haidian District spot 
checked 22 literary and arts performance units in its 
district in 1993, and found that most of the personal tax 
declaration forms of 23 quite weli-known performers 
were exaggerated, with further investigation showing tax 
evasion of 350,000 yuan due to income concealment. 
This is only one aspect of revenue evasion. With the 
increase in second jobs, the service, contract, and com- 
mission income of some people has become particularly 
covert, often hard to discover from payers’ accounts. As 
for individual household operation income, tax depart- 
ments generally use the regular-interval-quota method to 
collect taxes, with the actual correlation detween the 
business turnover set hy the tax department and the real 
amount being a matter of conscience. And as both 
parties to second incomes se‘tie in cash, tax departments 
can only “sigh.” 


Difficulty 3: Internal oversight is weak, making it hard to 
raise the quality of tax collectors. Most of China's current 
grass-roots tax collectors were publicly recruited to the 
tax sector, with no special tax collection or skills 
training. Professional limitations often leave them 
avoiding conflict when dealing with difficuk and com- 
pheated cases of personal income taxes. In addition, 
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China's current tax management model is mostly a 
system of “special tax collectors by household opera- 
tion” which, under the new tax system, reveals obvious 
loopholes. In this state of “one collector per household, 
with overall management of all taxes,” individual indus- 
trial and commercial household operators generally 
depend on local tax collectors familiar with }»cal condi- 
tions, trading gifts with tax collectors for “support,” and 
preferring to present tax collectors with “red ervelopes” 
[containing cash] than to pay p-rsonal income taxes. If a 
problem is discovered, it can then be downplayed. Tax 
collectors also show little tax collection initiative, since 
all they need to do is meet their collection targets to 
avoid trouble, so that whether taxpayers pay all of their 
personal income taxes or not does not affect them. As 
internal oversight mechanisms are poor, a handful of tax 
collectors actually help individual industrial and com- 
mercial operators evade taxes, making personal income 
tax collection that much more difficult. Personal income 
tax evasion of 72,000 yuan was discovered in a certain 
place in 1993, half of which was actually the result of the 
com plicitydue of the tax collector. 


Difficulty 4: interference makes it hard for 
tax collection to be independent. While a consensus is 
gradually being formed that tax revenue is a key part of 
state revenue, many government departments still inter- 
fere with personal income tax collection out of selfish 
departmentalism. Behavior such as tax reductions *"d 
exemptions, \'elayed collections, and tax arrears, ape. rs 
everywhere. In a few zones, employers in the three «ines 
of foreign trade enterprises earn wages dozens of time 
higher than their employees, yet pay no personal income 
taxes, as local governments privately set these zones 
aside as red light districts where tax collectors are not 
allowed to go, for fear that they will chase away the 
foreign investors which might affect the achievement of 
the three kinds of foreign trade enterprises, or even 
prevent opening to the outside world. 


Difficulty 5: “What is given i& not paid 
public difficult. The tax law provides that all 
units that pay individuals are legally obligated to with- 
hold and pay individual adjustment taxes. But while the 
method of withholding personal income taxes may be 
theoretically flawless, it is hardly effective in practice. 
Many obligated tax-withholding units would rather cut 
off a piece of their own flesh to pay the taxes than 
withhold one cent from individuals; this strange phe- 
nomenon of what is given not being paid for is no longer 
rare in personal income tax collection, having become an 
open “secret.” 


Difficulty 6: Bank taxation docs not join in the colicction 
task, making it hard for the financial sector to coopersic. 
The inability of the financial sector to cooperate force- 
fully also adds a certain degree of difficulty to personal 
income tax collection. In the West, citizens list death and 
taxes as the two major unavoidables, as individuals 
opening bank accounts give their real names, making it 
very casy for tax departments to learn actual incomes 


for,” 
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and, if citizens do not pay taxes according to law, 
depositing evaded taxes, the tax department has the 
authority to freeze accounts, ing tax payments 
directly through banks. But in China, the real interests of 
banks and taxation are not yet tied together, a “common 
will” has not yet formed, a “real-name deposit system” 
and developed account transfer and settlement methods 
are not yet established, and bank settlement means, 
speed, and service quality are not suited to deposit 
currency circulation needs. In this state of affairs, 
making a “thorough inventory” of individual cash 
income is “nearly impossible.” So individuals can 
deposit money in banks under several names and then 
withdraw it openly, which banks can do nothing about. 
Such “freedom of deposit” has made thorough investi- 
gation by tax departments of individual income both 
useless and awkward. 


Difficulty 7: Our tax collector-payer ratio is imbalanced, 
making it hard to strengthen our tax investigation forces. 
Most of our grass-roots tax agencies have too many 
special collectors, with less than 20 percent being special 
investigators. We now have over 14 million individual 
industrial and commercial household operations, with 
one special collector managing 200 to 400 of them, 
making it easy to imagine how difficult it is to do this 
well, strictly, and without loopholes. In addition, as we 
are now practicing separate national and local tax agency 
systems, “not enough to go around’’ has become a 
pressing problem for tax agencies that is in urgent need 
of solution. 


Difficulty 8: Legislation is too lax, making collection 
according to lew difficult. Certain incomplete personal 
income tax legislation has an objective impact on the 
mindset of the majority of taxpayers. As China is a 
country with a vast territory, great economic disparities, 
and income gaps among residents, is not setting the 
Starting point at 800 yuan without discrimination too 
“across the beard?” If prices continue to rise sharply, 
with 800 yuan having to support a who!e family, should 
taxes still be collected on it without discrimination or 
any leeway? In addition, the definition of tax evasion 
and the standards and yardsticks for dealing with it are 
unclear and too flexibile, and tax laws do not having 
clear and detailed rules and regulations about whether 
they are equally applicable to first, second, or repeat 
offenders, which is often determined subjectively by 
individual tax collectors. This causes a certain degree of 
arbitrariness, weakening the impact of legislation. 


These personal income tax collection difficulties weaken 
the seriousness of tax laws, creating an uncertain state of 
mind among taxpayers, and affecting state revenue. But 
it is Certainly not true that there is no “medicine” with 
which to overcome the “difficulties.” It is understood 
that the state is going to undertake a full-scale investiga- 
tion of personal income tax collection at the end of 1994. 
We firmly believe that as our national quality improves 
and our tax legislation grows sounder, our personal 
income tax collection prospects will improve! 
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Savings Deposits Total RM B2,000 Billion 
HK0401022595 Beijing ZHONGGUO XINWEN SHE 
in English 1434 GMT 3 Jan 95 


[FBIS Transcribed Text] Beijing, January 3 (CNS)— 
According to the latest statistics, saving deposits in both 
urban and rural areas of China have reached RMB 
[Renminbi] 2,000 billion by the end of 1994, an increase 
of about RMB 600 billion over the beginning of 1994. 


The sustainable and steady economic development has 
increased residents’ income in China, leading to great 
growth in deposits. Though there was a rapid growth in 
inflation, people still put their money in banks due to 
measures taken by the central bank on keeping value of 
renminbi note from depreciation through savings. The 
subsidized interest rate rising with months has rein- 
forced people's confidence in deposits. 


A continuing depressed stock market and stricter control 
over financial order since last year also lessened the 
investment channels of the people. 


Besides, since most families cannot afford to purchase 
houses and sedans or travel abroad, new consumption 
“hot point” were yet to be formed. 


Pudong Development Bank Opcas Branch in 
Zhejiang 

OW0401092195 Beijing XINHUA in English 0843 
GMT 4 Jan 95 


FBIS Transcribed Text] Ningbo, January 4 (XIN- 

UA)—The Pudong Development Bank in Shanghai, 
China's largest economic center, opened a branch in 
Ningbo, Zhejiang Province, recently. 


A regional share-holding bank, it was founded in early 
1993 with registered capital of one billion yuan. Its 
function is to help boost the economy of Pudong, an 
economic zone expected to lead the transformation of 
Shanghai's industrial and financial sectors both in 
Shanghai and in the Chang Jiang River Valley. 


In addition to doing routine banking, the Ningbo branch 
will handle such business as investment, leasing, securi- 
ties trading, and consulting services. 


*P BC Publishes Moncy Supply Norm 
9SCE0174A Beijing ZHONGGUO XINXI BAO in 
Chinese 25 Nov 94 p 2 


[Article: “A Major Turning Point in Central Bank Pol- 
icy ~The Money Supply Norm Is Published to the Out- 
side World”] 


[FBIS Translated Text] On 30 Oct 94, the PBC [People’s 
Bank of China] officially published the money supply 
growth for the first three quarters of 1994. This is the 
first time since the founding of the PRC that China's 
central bank has openly published its monitored money 
supply norm, showing that the central bank's financial 
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regulation and control is gradually moving from its 
current direct management to indirect management. 
PBC Vice President Dai Xianglong [2071 4161 7893] 
answered certain crucial questions about this. 


1. Why is the PBC publishing, regulating, and controlling 
the money supply? 


In line with the spirit of the Central Committee and State 
Council, the central bank's macrofinancial regulation 
and control is gradually moving from the lending scale to 
the use of economic means to regulate and control the 
money supply. This is a significant reform and change, 
with the drawing up and publication of the money supply 
as the purpose of this significant reform step, and this 
major step toward an open monetary policy helping to 
complete the transition of financial macroeconomic 
ulation and contro! from controlling the lending scale to 
regulating and controlling the money supply. 


2. How is the central bank regulating and controlling the 
money supply? 


There are three main operating tools of Western central 
bank monetary policy: the legal deposit reserve rate, the 
rediscount rate, and open market operations. 
deposit reserves are a covert form of taxation of financial 
institutions. Their changes have a sharp impact on 
financial institutions but their role is now weakening. 
Rediscount business depends on the financing rate deter- 
mining the financing costs of financial institutions, to 
achieve Central policy objectives. Open market opera- 
tions consist of the purchase and sale of national treasury 
bonds on markets to influence the position of financial 
institutions and handle basic currency. They are charac- 
terized by features, such as serviceability, flexibility, and 
conduction on markets and are the most important 
mone’ ary folicy tool of Western nations. 


The PBC’s major assets are now loans to financial 
institutions, net fiscal oe. gold and foreign 
exchange holdings, and all other PBC loans. Its key ones 
are the basic currency it supplies to markets, such as cash 
in circulation, legal deposit reserves, excess reserves, and 
ordinary deposits. So the central bank's features pe se 
meen that through changing its own assets and interest 
rates and changing the legal deposit reserve rate of 
financial institutions in accordance with law, it influ- 
ences its own major liability —the basic money supply. 


3. What problems are illustrated by a comparative anal- 
ysis of our 1994 money suppiy? 


By the end of the third quarter of 1994, China's cash in 
circulation (M,) was 641.29 billion yuan, up 26.4 per- 
cent, or up 7.5 points from the second quarter; our 
narrow money balance (M,) was 1.90096 trillion yuan, 
up 32.5 percent, or up 11.7 points from the second 
quarter; and our broad money balance (M,) was 4.35137 
trillion yuan, up 37.1 percent, or up 7.4 points from the 
second quarter. This shows that our money supply is 
growing obviously fast, adding to inflationary pressures. 
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In addition to a reasonable increase in credit, the other 
factors creating money supply are: 


1. Our fixed assets investment is naturally too high, 
reaching 586 billion yuan by state units in the first three 
quarters, for growth of 43.9 percent. 


2. Our consumption funds are growing too fast, with 
bank wages and other individual cash spending for the 
first three quarters up 41.3 percent, including a rise of 
60.3 percent in September. 


3. The bank settlement exchange rate regime that we are 
practicing has clearly increased our central bank’s for- 
eign exchange holdings, which were up 257.14 billion 
yuan for the first three quarters, or up 240.97 billion 
yuan from the first three quarters of 1993. 


4. Fiscal spending is growing too rapidly, creating more 
fiscal credit chaos. 


*Financial Macrocontrol as Economic Regulator 


95CE0042B Hong Kong TZU CHING [BAUHINIA 
MAGAZINE] in Chinese No 10, 5 Oct 94, pp 67-68 


[Article by Wang Chih (3769 2535): “Financial Macro- 
control: China’s Economic Regulator’’] 


[FBIS Translated Text] In August 1994, high-level per- 
sonnel from Chinese financial circles gathered at Beid- 
aihe to study and discuss China’s financial situation. 
Financial giants in the face of highly effective financial 
macrocontrols in the past year, despite still being dis- 
turbed by numerous contradictions, feel the utmost 
consolation. 


A year ago, because of their chaotic situation, financial 
circles were the target of public criticism. 


Rectify and Adjust: Turn Around the Chaotic Situation 


The Chinese economy has advanced by leaps and bounds 
in recent years, amazing the common people. But, influ- 
enced by the excessively rapid growth of the scale of 
investment in fixed asse's of the whole society since the 
end of 1992, in the first half of last year, the pressure of 
Chinese inflation became more acute. Reflecting this 
leverage of finances on the economy, the contradiction 
of the short-term shortage of funds was extremely pro- 
nounced. The amount of funds put in was 55 billion 
yuan more than the same period in 1992, rarely seen in 
past years. With the inflated pressure of the investment 
requirement, faced with a single impeded financial 
channel and high interest and no way to raise funds 
sweeping various areas for a while, the residents’ savings 
declined dramatically and the savings of several banks 
even had difficulty with their balance. 


At the same time, certain specialized banks driven by 
credit pressure and interest, to a great extent broke the 
rules on short-term interbank loans and oriented their 
investment toward such high return regions and indus- 
tries as development regions, real estate, and securities 
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markets. What panicked people even more was that the 
exchange rate on the foreign exchange adjusted market 
fluctuated greatly and the US dollar exchange rate for the 
renminbi reached 1:11. 


Faced with the grim economic situation, the decision- 
making echelon of the Chinese central government 
maintained a clear head and decided to use rectification 
of financial order to breach the gap and strengthen 
macrocontrols and use the fastest possible establishment 
of the socialist market economic system as a way to get 
the national economy on a good development track. 


On 5 July 1993, the National Financial Working Con- 
ference convened at Beijing’s West Capital Hotel. The 
president of the People’s Bank of China, who had just 
taken office, State Council Vice Prenier Zhu Rongji, at 
the conference strongly pointed ou: that financial recti- 
fication, strict financial discipline, and turning around 
the chaotic financial situation were the keys to strength- 
ening controls at that time. So, he proposed the famous 
“three simple rules.” That is: the financial sector must 
immediately stop and conscientiously clear all irregular 
interbank loans; no financial organization should 
covertly raise savings or loans interest rates and conduct 
a “savings war;”’ and banks should thoroughly detach 
themselves from economic entities that they run. 


After that, a string of financial macrocontrol measures 
were implemented one after the other, eliciting strong 
reactions at home and abroad. 


On 7 July, the People’s Bank of China announced a total 
upward adjustment in savings and ioan interest begin- 
ning from 11 July and at the same time announced that 
it would maintain the value on fixed period savings 
accounts of three years and above. This was only two 
months after the previous interest adjustment, rarely 
seen in the limited number of interest adjustments that 
China has had. 


Beginning in July and aimed at the large devaluation of 
the renminbi on the foreign exchange market, the central 
bank entered the foreign exchange market for the first 
time, using economic means to curb the exchange value 
and the exchange value of the renminbi gradually 
returned to reasonable levels. 


Throughout the country, compensated fund-raising 
activities were cleared up. Several chaotic fund-raising 
activities, once extremely active, in a short period of 
time were effectively controlicd. 


After a soul-searching rectification, the chaotic financial 
situation was rapidly turned around and the financial 
Situation has continuously developed in a favorable 
direction. This can be seen from analyzing the following 
important financial data: The excessive currency put 
into circulation has been brought under control. The 
8.32 billion yuan provisional cash withdrawal in the first 
half of this year compares with a withdrawal of more 
than 61.08 billion yuan in the same period last year and 
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provisional circulation of 52.7 billion yuan in the same 
period last year. Residents’ savings that for a while were 
increasingly declining, have rapidly rebounded. After 
321.8 billion yuan in new increases last year, in the first 
half of this year, they again increased by 314.5 billion 
yuan, increasing by more than 183.08 billion yuan over 
the same period last year. The 100 billion yuan in 
irregular short-term interbank loans that financial circles 
were most concerned about have gradually been called 
in. 


Financial macrocontrol is a major campaign in China’s 
conversion from the planned economy to the market 
economy directed by Zhongnanhai. The significance of 
its success is out of the ordinary. 


Changing Methodology Stresses Structural] Adjustment 


Once the Chinese financial macrocontrol measures were 
implemented last July, they produced an intense impact 
on several sectors of society. There were those who had 
misgivings over whether or not this move would trigger 
a major economic slide, and some foreign newspapers 
even said that Zhu Rongji was walking a tightrope! 


This is the third time that economic macrocontrols have 
been implemented since China’s reform and opening up. 


The central government policy-making echelon precisely 
control the orientation and by no means adopt the 
overall tightening of the money market used numerous 
times in the past, but concentrate on structural adjust- 
ment. The central bank directed at some overheating 
phenomena in economic operations, resolutely deter- 
mined to clear up and recall the funds for irregular 
short-term interbank loans. At the same time, as regards 
key points in the development of the national economy, 
they gave prompt financial guarantees, 99 percent of key 
construction loans were in place. The IOUs for agricul- 
tural product and byproduct purchases that had occurred 
for several years in succession were finally stopped and 
industrial operating fund loans increased rather greatly. 
These effective measures kept the national economy 
from large fluctuations. 


An authoritative source exclaimed that control is by no 
means an easy thing, in fact it is an art. Especially when 
paying attention to development and the use of market 
means to implement financial controls, the central bank 
has demonstrated even greater maturity. For example, in 
using interest rates as a lever, in the face of the great slide 
in residential savings, the central bank twice increased 
savings and loan interest in two months, causing bank 
savings accounts to rebound rapidly. Concentrating on 
the use of market methods except where administrative 
measures are necessary, is a point that has caught peo- 
ple’s attention in these macrocontrols. 


In evaluating the success of financial macrocontrols, we 
cannot overlook the force of central bank controls. We 
emphasize ‘‘braking points and slow landings’ and 
changing with the situation and, premised on overall 
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credit controls, in the controls we adopt flexible 
methods, directing decisions to specific problems. 


There is no harm in reviewing a few major events in the 
controlling process: On 14 July 1993, a conference on the 
financial situation and transfer of funds chaired by Zhu 
Rongji and participated in by people in charge of finan- 
cial departments and general economic departments of 
the State Council clearly determined that localities when 
they temporarily lacked funds for purchase of agricul- 
tural products and byproducts, could adopt the princi- 
ples of “first borrowing and later reporting, first paying 
and later repaying, settling accounts after the fact, dis- 
tinguishing responsibility, limited time to replace, and 
handling in accordance with regulations’ to resolve 
them. 


At the end of July, the central bank proposed a credit 
policy of “‘blocking evil ways and opening the main 
entrance,” clearly indicating the need for reasonable 
funds for normal development of the national economy. 
The bank should give firm support and issue loans at the 
appropriate time. 


On 7 September, the fund transfer conference decided to 
convert 30 billion yuan that was originally planned to be 
issued as bonds to bank loans. At the same time, the 
central bank injected 40 billion yuan as reloans in 
specialized banks. 


On 19 October, the central bank decided in the following 
two months to again issue 59 billion yuan in reloans to 
the specialized banks and to issue short-term financial 
loans for as much as 10 billion yuan to provincial 
people’s banks. 


On 16 November, the financial transfer conference again 
decided to arrange for credit on the scale of 23.6 billion 
yuan focussed on resolving operating fund problems of 
eight state enterprises, including metallurgy, chemical 
industry, coal, petroleum, petrochemical, automobiles, 
arms, and nonferrous metals. 


This rarely seen fund transfer conference was chaired by 
Zhu Rongji himself and was held eight times in succes- 
sion in the last half of last year, and each session played 
an extremely important part in maintaining the healthy 
development of the national economy. 


Not only that, but Zhu Rongji several times also led bank 
presidents to various provinces to investigate and study. 
When a problem was discovered, it was promptly solved. 
This work style of thoroughly engaging in the task was 
generally commended by local and specialized banks. 


Allcviating Symptoms and Effccting a Permanent Cure: 
Opening the Door to Reform 


Although many people in financial circles are uncom- 
fortable with the formulation “rectify the financial 
order,” financial circles must admit that they receive 
fortune from “misfortune,” anxiously expecting the 
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already old reform of the financial system to be acceler- 
ated by this. With the preparation of an intense publicity 
campaign, the financial system reform plan was imple- 
mented at the end of last year. Using methods to 
intensify reform, pronounced contradictions in financial 
operations were thoroughly resolved. Permanent cures 
were combined with alleviating symptoms. This 
undoubtedly is an important achievement of these finan- 
cial macrocontrols. 


In accordance with the overall goals for reform of the 
financial system, we must gradually establish a new 
financial system suited to the socialist market economy. 
The main points of this new system are to establish a 
central bank system to independently carry out currency 
policy under the leadership of the State Council; estab- 
lish a financial organization system with state commer- 
cial banks as its mainstay and many types of financial 
organizations coexisting that divorces policy finances 
from commercial finances; and to establish a strictly 
administered financial market system that is uniformly 
open and has orderly competition. The key to realizing 
this goal is for the People’s Bank to truly be run as a 
central bank and for specialized banks to truly be run as 
com mercial banks. 


At the beginning of this year, Zhu Rongji proposed at the 
National Financial Working Conference that within the 
year specialized banks take the initial step toward con- 
version to state com mercial banks. This is a stern test for 
huge-scale specialized banks. But based on the successive 
smooth implementation of such reform measures as the 
merging of the exchange rates and the establishment of 
three policy banks, it is totally possible that in a few years 
this reform can bring about huge changes in Chinese 
financial circles and even the entire economy of the 
interior. The successful operation of financial macrocon- 
trols for a year have caused people to be fully confident 
of this. 


*Implcmcntation of Tax-Assignmcnt System, 
Probicms 


95CE0081A Dalian CAIJING WENTI YANJIU 
[RESEARCH ON FINANCIAL AND ECONOMIC 
PROBLEMS} in Chinese No 10, 5 Oct 94 pp 43-46 


[Article by Sun Wenxue (1327 2429 1331) and Wang 
Yuwu (3769 3768 2976) of the Department of Financial 
Administration at Northeast China University of 
Finance and Economics and the Finance and Taxation 
Bureau of Dalian Economic Development Zone: ‘A 
Discussion on Obstacles to All-Around Implementation 
of the Tax-Assignment System and Their Solutions” — 
responsible editor: Chen Yang (7115 2543)] 


[FBIS Translated Text] After years of preparation, a new 
financial system known as the tax-assignment system 
was promulgated at the beginning of 1994. This was a 
significant measure taken in the course of China’s eco- 
nomic reform. Due a variety of factors, however, the 
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tax-assignment system has so far not been fully imple- 
mented, and we are still in a stage of step-by-step 
exploration. Obstacles and resistance from various sec- 
tors still stand in the way of implementation of this 
system. To seek ways and means for its full implemen- 
tation is undoubtedly a matter of prime importance. 
This article is aimed at studying this question. Sugges- 
tions and comments from experts and scholars are 
welcome. 


Obstacles and Resistance to All-Around Implementation 
of Tax-Assignment System 


China’s tax reform based on the tax-assignment system 
consists of four major requirements: First, the scope of 
spending and major expenditures should be explicitly 
specified for each level of government based on its 
clearly defined functions and powers. Local governments 
at various levels should be empowered to decided on the 
items and amounts of their spending. Second, revenue 
should be shared reasonably between the central and 
local governments according to the principle of unity of 
financial and administrative powers. Third, the revenue- 
and-expenditure structure should be readjusted in such a 
way as to increase the central government’s share of 
revenue. In addition, a system for the central govern- 
ment to transfer funds to local governments for paying 
certain expenditures should be established so as to boost 
the central government’s capacity of macro regulation 
and control. Fourth, tax collection and management 
should be geared up. Tax matters should be dealt with in 
strict accordance with law. To put all the above into 
practice is no plain sailing. In doing so, we have inevi- 
tably encountered obstacles and resistance of one kind or 
another. 


The following is an analysis of the obstacles and resis- 
tance. 


1. Inadequate understanding and biased action on the 
part of the local governments have hampered the all- 
around implementation of the tax-assignment system. 
The tax-assignment system changes the original environ- 
ment and pattern created by the financial responsibility 
system in various localities. Undoubtedly, this has upset 
the local governments, and, accordingly, they have 
refused to take the initiative or act positively to coop- 
erate. Some of them have even taken unusual action for 
the sake of their local interests. Under the new tax 
system, for instance, some major taxes originally levied 
by the local governments are reclassified as central taxes. 
In addition, in the past, increase in tax revenue was 
mostly retained locally; now, it goes by and large to the 
central government. All these reduce the revenue of local 
governments and make them more reliant on the central 
government. More often than not, local governments feel 
that they cannot adapt themselves to or even cannot 
accept this state of affairs. Therefore, they have tried in 
every way possible to bolster themselves at the expense 
of the central government. This is, in essence, to 
strengthen the local governments and weaken the central 
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government. In the second half of 1993, most local 
governments imposed extra taxes and even extraordi- 
nary levies. What they did was a biased move stemming 
from their inadequate understanding of the new tax 
system. 


2. The scope of government functions and responsibili- 
ties has not been clearly defined. This has delayed the 
transformation of government functions. The implemen- 
tation of the tax-assignment system requires a clear 
distinction between the central and local administrative 
powers. This, in turn, makes it necessary to define, 
through legislation, the scope of the government's 
administrative power as a whole. However, work in this 
respect is quite inadequate in our country. The present 
Situation with regard to our central and local govern- 
ments is that, on the one hand, they are taking too many 
things in their own hands, while, on the other, they are 
not doing well enough in managing the work they should 
take care of. An example is the government’s involve- 
ment in managing [state-owned] enterprises. This has 
not only impeded the normal government functions, but 
also weakened the central government’s ability to exer- 
cise macro regulation and control. As for enterprises, 
they have to provide social welfare benefits to their 
employees, such as education for the employees’ depen- 
dents, medical care, housing, employment assistance, 
and retirement benefits. Given such complicated tasks, 
how can they enter the market without impediment? 
With respect to the relationship between the central and 
local governments, there is no clear distinction between 
their administrative powers, and it is hard to define the 
scope of their financial authority. Some tasks should be 
undertaken by the central government, but are still taken 
care of by the local governments, thus aggravating the 
latter’s burden. Other tasks are within the local govern- 
ment’s jurisdiction but are now undertaken by the cen- 
tral government. This has not only reduced the central 
government’s revenue, but also affected the interests of 
the whole. 


3. Local financial resources have not been well devel- 
oped, nor is there an established local tax system. After 
the tax-assignment system was introduced, a significant 
change has taken place in the financial resources at both 
the central and local levels. From an overall perspective, 
this change is no doubt beneficial because it strengthens 
the central government’s financial capacity, thus 
boosting its ability to exercise macro regulation and 
control. On the other hand, however, the change has 
weakened the local financial capacity and inevitably 
affected more or less the operation of the local economy. 
What is more, the tax-assignment system was put into 
effect too early — before enough local financial resources 
have been tapped and a new local tax system has been 
established to cope with the change. For this reason, 
local governments are all the more nervous. To speed up 
the development of local financial resources and estab- 
lish a new local tax system as early as possible, they have 
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more often than not ignored what the central govern- 
ment is doing in taxation. Obviously, this has hampered 
the implementation of the tax-assignment system. 


4. The present tax rules should be improved. Tax rules 
are vital to the formation of an environment for fair 
competition. The tax rules currently in effect in our 
country have many flaws. For instance, the problem of 
different rates for different taxes has not yet been 
resolved. This has led to unfair tax burdens and made it 
hard to promote fair competition on the market. 
Another problem is the complicated tax categories and 
tax rates, which have not only added to the work of tax 
collection and management, but also caused double 
taxation with an adverse effect on technological advance 
and the development of socialized mass production. In 
addition, the current tax rules have many loopholes, 
resulting in serious losses of tax revenue. Some indus- 
tries, such as electronics, information, and securities 
trade, have already flourished, but there are no specific 
tax rules for them. As a result, large amounts of tax 
revenue are lost. 


5. Drawbacks in our social environment also hampers 
the all-around implementation of the tax-assignment 
system. In the first place, there is stil] too much govern- 
ment intervention in the operations of [state-owned] 
enterprises. As a result, they cannot become the chief 
elements of the market. At present, the enterprises’ 
powers of decision making, operations, and revenue 
distribution are often subject to direct intervention from 
the government departments concerned, and there is no 
real protection of the enterprises’ rights and interests. 
Secondly, the market mechanism is not sound, and in 
particular, there is no restrictive mechanism. Because of 
this, production elements cannot be circulated freely, 
and capital flow is obstructed. Thirdly, the reform of the 
price system has not been in place, and price relations 
between different commodities remain to be rational- 
ized. This means that there is no objective basis for using 
taxes to regulate prices and no objective criterion to 
distinguish between operational losses and policy- 
induced losses. Fourth, lack of a sound legal system has 
hampered the normal operation of economic activities. 
To date, for example, the Enterprise Law has not been 
earnestly implemented. Apportionment of unwarranted 
financial burdens of one kind or another remains a 
common practice despite repeated orders to ban it. And 
difficulties still exist in implementing the Economic 
Law. The above problems are not directly related to the 
tax-assignment system, but they do have a close bearing 
on its all-around implementation. 


To sum up, there are still many obstacles and consider- 
able resi.tance to the all-around implementation of the 
tax-assignment system. Without removing such obsta- 
cles and resistance, it will be extremely difficult to fully 
implement this system. 
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Probe of Measures for Ali-Arvund Impicmentation of 
Tax-Assigament System 


The all-around implementation of the tax-assignment 
system, in itself, is a complicated systematic project. 
Unfortunately, the above-mentioned obstacles and resis- 
tance have added to the difficulty in implementing this 
system. But, as long as we keep to the principles of 
balancing responsibilities, rights, and interests according 
to law, exercising self-management of revenues and 
expenditures, standardizing the distribution method, 
and rationalizing the relations of distribution, without 
doubt, we can gradually put the tax-assignment system 
into practice. To do this as soon as possible, we suggest 
the following measures for reference: 


(1) We should change the thinking of all concerned so as 
to remove their misunderstanding about the tax- 
assignment system. The state should do a good job in 
publicizing the tax-assignment system through various 
channels, such as holding training seminars for leading 
cadres and tax workers. It should use all kinds of media 
to conduct vigorous propaganda so that pertinent gov- 
ernment personnel at all levels will think in terms of 
overall interests. The central government, acting from an 
overall point of view, should take into consideration the 
interests of various localities. Local governments should 
take the whole situation into account and beef up their 
efforts to open new local tax sources on the basis of 
long-term interests. We should make local governments 
aware that, though the tax-assignment system has some 
adverse effects on local interests at this time, it will 
nevertheless benefit local governments as well as the 
central government in the long run. For this reason, local 
governments should be farsighted and take the initiative 
to do their best for the all-around implementation of the 
tax-assignment system. 


(2) We should speed up the transformation of govern- 
ment functions. The central authorities have stated 
unequivocally that the government should not interfere 
directly in the production activities and operations of 
[state-owned] enterprises. In accordance with the central 
authorities’ guidelines, the government should withdraw 
from those economic construction areas and projects if 
individuals, the public, or enterprises are capable of 
undertaking them without seriously impacting the eco- 
nomic development of the entire society. What the 
government should do is concentrate on its own work. 
Meanwhile, it is necessary to gear up the legislative work 
to define the functions and responsibilities of the central 
and local governments so as to make clear their respec- 
tive administrative and financial powers as soon as 
possible. This will enable both the central and local 
governments to successfully lead the work of imple- 
menting the tax-assignment system 


(3) Efforts should be made to readjust the structure of 
financial resources and open up new sources of revenue. 
The implementation of the tax-assignment system has 
brought significant changes to the financial resources 
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structure at both the central and local levels. Under these 
circumstances, the central and local governments alike 
should promptly readjust their financial resources struc- 
ture to fit the new situation. While making such read- 
justments, they should devote more efforts to developing 
new financial resources for themselves. In other words, 
the central government should beef up the cultivation 
and development of financial resources at the central 
level. Local governments, on the other hand, should 
make more efforts to cultivate and develop financial 
resources in their respective localities. In doing this, 
however, they should not merely aim at cultivating their 
own financial resources, but should consider the overall 
and long-term interests. Specifically, the following points 
should be taken into account: 


1. Emphasis should be specified in developing financial 
resources. At the central level, emphasis should no doubt 
be laid on big and medium-sized enterprises with atten- 
tion focused on new and high-tech industries. At the 
same time, consideration should be given to such 
requirements as the optimized structure and rationalized 
distribution of the resources and appropriate ratio 
between agriculture, light industry, and heavy industry. 
In particular, attention should be given to developing the 
bottleneck industry. Development of local financial 
resources should be based on the promising industries of 
the respective localities with emphasis on developing a 
characteristic economy. Particular attention should be 
paid to the following in developing local financial 
resources: First, it is necessary to consider overall inter- 
ests in determining the key tasks of developing local 
financial resources. Local governments should not refuse 
to develop and cultivate those industries that generate 
tax revenue mainly for the central government. It should 
be noted that those industries, though they do not 
contribute much to the local coffers, do have an inesti- 
mabie positive effect on the sustained development, 
expansion, and stimulation of the local economy. 
Second, attention should be paid to averting the devel- 
opment of the same industries in all places. Each locality 
should have its own characteristic industries. It is neces- 
sary to change the past practice of vying to develop those 
industries that were seemingly profitable. Due to that 
practice, several dozens of color TV and refrigerator 
production lines were once built and put into operation 
at the same time in our country with the result that if one 
prospers, all prosper, and if one fails, all fail. Third, it is 
imperative to guard against those activities that merely 
aim at short-term targets. Plans should consist of 
medium- and long-term programs as well as short-term 
projects. And consideration should be given not only to 
immediate interests but to long-range interest as well. 
Activities merely aiming at immediate and short-term 
interests are in no way acceptable. 


2. Attention should be paid to economic yield in devel- 
oping financial resources. Whether it is at the central or 
local level, economic yield should be put to the fore. 
Except for those industries required by the policy, the 
principle to be upheld is devote more efforts to more 
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profitable industries, less efforts to less profitable indus- 
tries, and no effort to those industries that do not yield 
profit. Here, three requirements should be met: 1) there 
should be a yield-oriented mindset; 2) yield should be 
raised through the development of the economy of scale; 
and 3) there should be a yield-supervision system. All in 
all, it is necessary to keep the yield-oriented principle in 
mind in developing the economy. 


3. It is necessary to make full use of regulatory and 
contro] measures in rationalizing the structure of finan- 
cial resources. Regulatory and contro] measures include 
economic, administrative, and legal measures. The cen- 
tral government should use these measures for macro 
regulation and control, while local government should 
also use them to regulate and control their local activities 
so that both central and local financial resources will 
have a rational structure. An important requirement 
here is to coordinate the activities of various economic 
levers. For example, financial and banking measures as 
well as commodity prices should be well coordinated. In 
no way should they conflict with each cther, still less 
should one measure be used to undermine another 
measure. Regulation and control] by administrative mea- 
sures depend mainly on the implementation of policies. 
This makes it necessary to keep to a definite object and 
comply with the reality in formulating policies. The 
central government is required to formulate macro pol- 
icies based on the overall situation. Likewise, local 
governments should draw up their local policies 
according to the situations of their respective localities, 
but the local policies should never contradict the central 
government's macro policies. Legal measures are a guar- 
antee for the normal operation of the economy as well as 
the smooth implementation of the tax-assignment 
system. It is, therefore, necessary to formulate various 
laws and make them perfect. Currently, our legal system 
has yet to be improved, and there are stil) instances of 
jaw offenses. Stressing the need to improve our legal 
system is by no means a cliche. 


4. Governments at all levels should earnestly deal with 
the collection of administrative charges. According to 
investigation by the department concerned, there are 
several thousand kinds of administrative charges now 
being collected in our country. Some people call these 
charges the second tax revenue source. In the past, we 
did not make a conscientious effort to manage this 
matter, resulting in serious losses of revenue. Now is the 
time to take up the matter seriously. 


(4) It is imperative to deepen the tax reform and accel- 
erate the improvement of the tax rules at both the central 
and local levels. Good tax roles are the cardinal condi- 
tion, or basis, for the all-around implementation of the 
tax-assignment system. However, our present tax rules 
are not suited to the tax-assignment system. The main 
problems are that there is no comprehensive rules for 
principal taxes at both the central and local levels, and 
that tax categories and rates need to be reformed in 
depth. At the central level, the principal taxes should 
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include predominantly income tax and value-added tax. 
For this reason, the central government should deepen 
the reform of these two taxes. Principal local taxes 
should consist mainly of business tax and agricultural 
and livestock tax. Local governments should deepen the 
reform of these two taxes by using the power authorized 
by the central government. Meanwhile, they should also 
improve the rules for other taxes, open additional tax 
sources, and cut tax revenue losses as much as possible. 


(5) Work should be stepped up to establish a system for 
the transfer of funds from the central government to 
local governments to meet the latter's expenditures. This 
system is a major measure to adjust the distribution of 
revenue between the central and local governments. It is 
also a powerful backing for maintaining the develop- 
ment and prosperity of the local economies and a finan- 
cial guarantee for the all-around implementation of the 
tax-assignment system. In view of this, the central gov- 
ernment should step up its efforts to establish such a 
system. In doing so, it should pay attention to the 
following: 


1. The question of the central government's revenue- 
centralization rate versus the local governments’ self- 
sufficiency rate should be dealt with properly. Under the 
present circumstances, it is necessary to take the imple- 
mentation of the tax-assignment system as an opportu- 
nity to appropriately increase the share of the nation's 
revenue taken by the central government and to form a 
mechanism for funds to flow from the top to grassroots 
SO as to enhance the central government's macro finan- 
cial regulatory and control capacity. 


2. An appropriate form of fund transfers should be 
adopted. Fund transfers may take a number of forms. In 
general, they can be grouped into two categories: general 
subsidies and special subsidies. The former ensures 
fairness to all, while the latter can encourage the 
improvement of work efficiency. In view of our national 
conditions, we may follow the international practice and 
adopt both kinds of subsidies as the main forms. 


3. The amount of a general subsidy should be deter- 
mined by the factor-cost method. This is because it is a 
comparatively objective and fair method. So, despite the 
large amount of basic work involved, it is still advisable 
to use this method if at all possible. 


4. The scope and target of the fund-transfer system 
should be reasonably defined. China is a developing 
country where the economies of various places are not 
developing evenly. In view of this national condition, 
priority should be given to certain places and projects in 
determining the scope and target of fund transfers. From 
the short-term viewpoint, the main target should be 
economically underdeveloped areas and old industrial 
bases. Emphasis should be put on fundamental indus- 
tries and infrastructure construction projects, including 
energy, transportation, communications, and environ- 
mental protection, as well as schools, public health, 
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public welfare projects, and social security programs 
such as job training and medical care. 


5. With regard to special subsidies to various localities, 
attention should be paid to the proportions of subsidies 
to different projects. In a certain period and withia a 
certain scope, suitable proportions of subsidies to dif- 
ferent projects can better reflect the central government's 
macro reform intention. So, in the distribution of subsi- 
dies, it is necessary to divide them according to their 
purposes and hand them out in the order of their 
importance and urgency. A special subsidy can only be 
used for its intended purpose. 


(6) Efforts should be made to improve the market 
economic system with a view to expediting the forma- 
tion of a great unified market. The tax-assignment 
system is an accelerator for building and improving the 
market economic system, while a sound market eco- 
nomic system provides a favorable economic environ- 
ment for the all-around implementation of the tax- 
assigiment system. In order for the sound market 
cconomic system to assist in the implementation of the 
tax-assignment system, it is imperative to push enter- 
prises into the market so that they will become really 
independent economic entities operating on their own 
and responsible for their profits and losses. It is also 
imperative to build markets for various production 
clements so as to expedite our economic development. In 
addition, the price reform should be put in high gear so 
that the prices of different commodities will maintain a 
rational ratio, providing a just basis for price regulation 
through taxation. 


Of course, the all-around implementation of the tax- 
assignment system needs the supplementary reforms 
carried out by various sectors. But the fact is that, when 
the main issues have been tackled, other problems can be 
casily resolved. 


*Futurcs Market Regulations Impcrative 
9SCEO09SA Beijing JINRONG SHIBAO in Chinese 25 
Sep, 9 Oct 94 


| Article by Lu Wen (0712 2429): “Legislation for Futures 
Market Transactions and Management Brooks No 
Delay”] 


[25 Sep 94, p 4] 

|FBIS Translated Text} Recently the State Council 
started to clean up and consolidate the futures market 
and stopped approving new commodity exchanges. This 
is imperative to limit the unchecked growth of the 
futures market and to regulate and perfect it. In the first 
half of 1994, I had the opportunity to contact several 
futures brokerage firms in Shanghai and to conduct some 
investigations and special studies regarding current oper- 
ations of the futures market in China. In view of the 
problems in development of the futures market in China, 
| will now state some of my personal opinions. Different 
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viewpoints may result in different opinions. However, | 
hope that by offering commonplace remarks, this article 
will encourage others to come up with more valuable 
opinions on this topic. 


1. The management and trading systems of the futures 
market are not regulated, and some government organs 
and units participate in futures trading, violating the 
principle of fair and just competition. Some problems 
are: 1) The affiliation of exchanges has not been straight- 
ened out. Exchanges are managed basically by local city 
supervising departments for specialized trades. Some 
exchange directors used to be assistants to directors of 
the supervising bureau, and the organizational affiliation 
of other staff is also connected to the supervising bureau. 
Because of this, it is hard for these exchanges to avoid 
sometimes proceeding from the position of their own 
trade and department and hard for them to be impanial 
when it comes to revealing market information and 
business intelligence. 2) Some government organs partic- 
ipate in futures trading. It is understood that some 
government organs have a futures company or section. 
Since government organs are directly involved in the 
formulation of various state policies that have been 
introduced, all trading by such organs is likely to be 
considered by the market as representative of the state. 
And, when government organs participate in futures 
trading, their gains and losses directly affect the interests 
of the state. Because business is not separated from 
government, some futures companies, by maintaining 
countless ties to their supervising units, have an advan- 
tage over other companics when it comes to under- 
standing information and protecting interests, thus 
objectively affecting the fair trade of futures companies. 
3) Futures brokerage firms engage in the futures business 
on behalf of themselves and their supervising depart- 
ments, adversely affecting fair competition. Brokerage 
firms have a fairly clear understanding of their clients’ 
funds, goods, and needs. It is in fact unfair for them to 
trade for themselves and as agents for others. Besides, 
since some brokerage firms are not separated from their 
supervising units in regard to economic interests and 
personnel relations, they cannot be impartial when 
acting as agents for their supervising units and for other 
clients. When it is time to make a profit, with prices and 
timing being equal, brokerage firms, out of consideration 
for the interests of their own and supervising units, may 
not necessarily give first priority to processing the trans- 
action orders of their clients. Instead, that they may first 
process orders of their own or supervising units, thereby 
adversely affecting open, fair, and equal competition in 
futures trading. 


2. Membership of exchanges is expanding too fast and 
without necessary distinctions. Most members have not 
registered with the PRC State Adminisiration for 
Industry and Commerce. Some do not have the capital 
required for registration, and fraud and deception are 
rampant. According to temporary provisions of the State 
Administration for Industry and Commerce for registra- 
tion and control of futures brokerage firms, futures 
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brokerage firms should register with the State Adminis- 
tration for Industry and Commerce, and have over 10 
million renminbi of registered capital and at least 20 
full-time futures brokers on the staff. Incomplete statis- 
tics show that the four larger-scale exchanges of Shanghai 
have 242 members and that only 27, or 11.2 percent, are 
registered with the State Administration for Industry 
and Commerce. For instance, of 67 existing members of 
a certain exchange, only 3 members, or 4.5 percent, are 
registered. Even many registered futures brokerage firms 
do not met the required basic conditions either. Some 
brokerage firms had the required capital before registra- 
tion, but as soon as registration was completed, the 
money was taken away. In fact, they operate without 
capital. They are nothing but empty shells. They are 
unable to bear any risks. In addition, mos: futures firms 
have only about 10 full time futures brokers, which is 
fewer than the required number. 


3. The futures market has too many speculators and not 
enough hedgers. Currently, spot trading at the Shanghai 
Municipal Exchange is basically between 3 and 5 per- 
cent, with the low being only 1 percent. Since China’s 
futures market is not perfect, the commodity economy is 
not developed, and spot trading is not standardized, 
what enterprises need more is circulation of real com- 
modities. In addition, a fairly large number of state 
enterprises engage in futures trading and the market has 
too many speculators, which causes enterprises engaging 
in futures trading to become too speculative and 
adversely affects state enterprises playing the role of key 
channels. It is understood that the excessive speculative 
environment of the market is related to the following 
factors: 1) Speculative transactions are not truly distin- 
guishable from hedged transactions in China. They are 
treated as the same with regard to the collection of 
deposits and service charges. Without preferential treat- 
ment, we cannot encourage hedging 2) Transaction 
warehouses are overly concentrated, which affects, to a 
certain extent, the delivery of spot commodities. For 
instance, transaction warehouses of the Shanghai Grain 
and Edible Oil Exchange are concentrated basically in 
Shanghai. Since Shanghai is the marketing area, and 
because of transportation factors, generally no one buys 
spots from Shanghai and sells them in other areas. This 
is very inconvenient for customers who buy spots. They 
cannot but avoid spots and empty their warehouses, thus 
contributing to a greater percentage of speculation. 4) 
Commodity exchanges do not have strict limits on the 
amount of inventory holdings. This is likely to cause 
large inventory holders to manipulate and control the 
market, thus worsening the speculative nature of the 
market. 


4. Profits and losses on futures trade are not reflected in 
accounting reports of local units, and the loss of state 
taxes is serious. Investigations show that most clients of 
futures firms do not enter futures trading profits and 
losses in the financial accounting system of their enter- 
prise, and they thus constitute a large portion of unre- 
ported assets or hidden debts. And since the financial 
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accounting of futures firms themselves is not included in 
the accounting system of their supervising units, the 
supervising units do not have accurate reports of assets, 
debts, and the profit-and-loss situation, and some end up 
with unreported assets. Because reports are not pre- 
pared, profits and losses are not reflected, causing the 
State to lose a large amount in taxes and profit delivery. 
According to a rough estimate, in 1993 a certain firm 
paid nearly 10 million yuan less in taxes and profits to 
the state because it did not report futures trading profits 
and losses from futures trades. 


[9 Oct 94, p 4] 


{[FBIS Translated Text] 5. The contract fulfillment 
deposit system is not strict, and overdraft behavior is 
serious. in order to attract more clients, some brokerage 
firms do not implement the security deposit system 
according to regulations and allow trading units to 
present bank letters of insurance or leave things as 
pledges. Some indiscriminately lower standard charges 
and even allow overdrafts. The futures firms I contacted 
have all found some instances of these practices 
involving pledges, overdrafts, and bank letters of insur- 
ance. Some futures firms have already suffered over 20 
million yuan in losses from overdrafts on security 
deposits as a result of lack of client inventories. In 
addition, overdraft funds use up circulating funds of 
supervising units and affect their normal operations. A 
certain futures firm accepted nearly 20 million yuan in 
bank letters of insurance from a client and used it as the 
basis for doing nearly 400 million yuan of futures trade. 
When risk investment is out of control, there will be no 
end of trouble in the future. 


6. The state does not have a unified legal system and 
financial accounting method for the futures market. 
First, requirements for the qualification of exchange 
membership and trading units are not unified, and 
sources of trading funds are not regulated. The State 
Administration for Industry and Commerce stipulates 
that futures firms and companies which have already 
qualified for exchange membership should register with 
it, and that registered capital should be over 10 million 
yuan. But various exchanges stipulate that members 
should also register with local industrial and commercial 
bureaus, but provide no clear specifications ss 
the amount of registered capital. Some stipulate that 

million yuan of registered capital is sufficient. Inconsis- 
tency in rules and regulations causes brokerage firms to 
do things according to their needs, which adversely 
affects the sanctity of the legal system. Currently, the 
State does not have clear stipulations regarding sources 
of funds for risk investment or the scale of investment. 
Most trading units use bank loans and state capital to 
invest in futures trades. Once a loss results, the state has 
to bear the risk. Second, there are no unified stipulations 
for profit and loss accounting from futures trade. Some 
brokerage firms use zero inventory to calculate profits 
and losses, while others use a combination of zero and 
full inventories. Different computation methods make it 
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impossible to compare even the same numbers because 
the parameters of statistics are different. This causes 
inconvenience for analysis and management. Third, the 
collection and management of security deposits and 
service charges are not enforced strictly. Although there 
are principles and stipulations regarding their collection, 
they are not monitored and managed strictly. In order to 
compete with each other, brokerage firms have all low- 
ered standard charges to different degrees. Some promise 
refunds of such charges. As a result, the collection of 
actual charges is lower than required. Since the state does 
not have hard and fast unified rules on the collection of 
security deposits and service charges and the return of 
service charges, futures firms act as they see fit. This lack 
of regulations will result illegal competition, thereby 
increasing risks for brokerage firms and clients. 


7. The levy of value-added taxes on futures trades is 
unreasonable. Investigations show that Shanghai stipu- 
lates that each time a futures contract is purchased or 
sold, a value-added tax will be levied on the portion of 
increased value, and the party which suffers a loss will 
receive a refund of the corresponding amount of value- 
added tax. Brokerage firms are responsible for calcu- 
lating the levy and refunding such taxes. As far as 
individual clients are concerned, each sale or purchase of 
a contract may result in a profit or loss. When an 
exchange is viewed as a whole, profits and losses from 
trading futures contracts eventually balance out each 
other. The value will not increase, nor will the state get 
any value-added taxes from the trade of futures con- 
tracts. Value can be increased only during spot transac- 
tions. Therefore, it does not make a lot of sense to levy or 
refund value-added taxes each time a contract is pur- 
chased or sold. It only increases the risk of clients 
engaging in futures trades and the routine of brokerage 
firms. It cannot help the state increase tax revenue. 


To standardize and perfect China's futures trading 
market and insure that it will develop more soundly and 
smoothly, I have made the following proposals in view of 
the above-mentioned problems: 


1. The state should further standardize management of 
futures trade. It should establish a unified national 
futures trade control organ, and unified national rules 
and regulations should be formulate as soon as possible. 
For the time being, the China Stock Monitoring and 
Control Commission may be entrusted to take over 
direct management and supervision of various 
exchanges and brokerage firms to allow it direct involve- 
ment in the formulation and promulgation of exchange 
regulations. The commission should be strict in exam- 
ining and approving establishment of exchanges and 
brokerage firms and introduction of futures contracts. 
Personnel affairs of exchanges should be completely 
separated from local governments and included in the 
unified management of the commission. All appoint- 
ments of personnel must be done by the commission. 
This is to insure that exchanges are fair and objective 
and that brokerage firm operations are standardized. 
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2. At the current stage, conscientious efforts should be 
made to clean up futures brokerage firms and carry out 
Strict investigations according to Order No. 11 issued by 
the State Administration for Industry and Commerce in 
1993. Only those futures brokerage firms which have 
been approved by the China Stock Monitoring and 
Control] Commission can be allowed to register with the 
State Administration for Industry and Commerce. Those 
futures brokerage firms which are not registered should 
be disqualified from trading at the exchange upon noti- 
fication. Those which have registered but do not meet 
the requirements of registered capital and personnel 
should be given a certain period to conform to the basic 
requirements. If they do not, their registration should be 
revoked. Government organs should be banned from 
participatig directly or indirectly in futures trading. 
Exchange members should be restricted from trading on 
behalf of themselves and their supervising units to 
guarantee fairness in representing other clients in futures 
trades. 


3. A unified trade information center should be estab- 
lished. It is necessary to found a futures market journal 
and hold information announcement mectings on a 
regular basis. The futures trade management organ 
should be the only source of announcement of important 
news and information. It should provide objective and 
impartial reports on futures markets, conduct timely 
market analyses, unclog information channels, and 
insure that information is open and impartial. Those 
who leak information and clients’ business :ecrets 
should be severely punished. 


4. Sources of funds for futures investment and the scale 
of investment should be stipulated. The ratio of specu- 
lation on the futures market should be controled. State 
enterprises participating in futures trading should be 
strictly limited. Especially those state enterprises which 
use State capital to engage in the speculative business of 
futures unrelated to their operations should be for- 
bidden. The scope of participation by state enterprises in 
futures trading should be clearly defined. Pure specula- 
tive activities should not be permitted. Resolute efforts 
should be made to stop various irresponsible uses of 
State assets and block the holes in futures trading through 
which state assets are lost. It is necessary to discriminate 
in policy between speculators and hedgers, increase the 
number of transaction warehouses, establish a national 
delivery network, limit the amount of inventory hold- 
ings, prevent large holders from controlling the market, 
and guarantee normal development of the futures 
market. 


5. Efforts should be made to strengthen financial man- 
agement of futures brokerage firms. | suggest that the 
Ministry of Finance consult with the departments con- 
cerned to pick a financial accounting method for the 
futures business, strictly enforce a security deposit 
system, strictly forbid overdrafts of security deposits, 
establish a risk fund system for futures trading, allow 
withdrawal of risk fund according to a fixed ratio of 
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trade income to balance possible futures losses, and 
calculate inventories into current profit and loss. It is 
necessary t tighten auditing and supervision of futures 
trading activities, guarantee that state assets are reflected 
accurately and state taxes paid accurately and in a timely 
manner. Because the levy of value-added taxes on 
futures trade is unreasonable, I suggest that it be 
rescinded. At the same time, I suggest establishing and 
perfecting a method of levying value-added taxes linked 
to spot trading. 


*Futures Markets: Achicvcmcats, Features, 
Problcms 

95CE0153A Beijing JINGJI KEXUE [ECONOMIC 
SCIENCE] in Chinese No 5, 20 Oct 94 pp 13-17, 24 


[Article by Jiang Minghua (3068 2494 5478), affiliated 
with the Industrial and Commercial Management Insti- 
tute at Beijing U; edited by Liu Li (0491 0500): “An 
Empirical Analysis of The Economic Impact of China’s 
Futures Markets” } 


[FBIS Translated Text] Since Comrade Deng Xiaoping’ s 
southern-tour speeches, and particularly since the CPC’s 
“14th Congress” established the goal model of a sociciist 
market economy, China’s futures markets have grown 
very quickly. At present, except for remote border 
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regions, such as Tilist and Xinjiang, almost all places 
throughout China have various types of futures markets, 
numbering more than 60. Meanwhile, there are also 
hundreds of futures brokerage companies (including all 
sorts of companies that represent clients’ investments, 
provide customer advisory services, and act as interme- 
diary sponsors), as well as countless numbers of enter- 
prises and individuals that engage in futures tre “ing on 
futures markets. 


In China’s futures market development, the more prom- 
inent markets are in our coastal open zones and more 
economically developed regions, such as Shanghai. The 
Shanghai municipal government, based on the features 
of a socialist market economy and its own experience 
accumulated through practice, has explored boldly, 
actively cooperating with all Central ministries and 
commissions, so that by October 1993, it had seven 
commodity exchanges or trading markets of various 
types. The Shanghai Metals Exchange and the Shanghai 
Grain and Edible Oil Commodity Exchange have 
become nationally-known futures exchanges in China. 


Of these many futures exchanges, as to organizational 
soundness and operating standardization, the exchanges 
listed in the following table are certainly representative 
(See the following table): 


A Survey of Six Futures Markets 


Name Shanghai Metals Shenzhen Non- i Grain Suzhou Com- Nanjing Oit Zhengzhou Com. 
Exchange ferrous Metals and Edible Oil modity Exchange Exchange modity Exchange 
Exchange Commodity 
Exchange 
Item 
Establishment 28 May 1992 18 January 1992 30 June 1993 April 1993 March 1993 28 May 1°93 
Time 
Location Shanghai Shenzhen Shanghai Suzhou Nanjing Zhengzhou 
Founding Units Ministry of China Nonfer- Ministry of Suzhou Munic- Suzhou Munic- Former Ministry 
Domestic Trade rous Metals Corp Domestic Trade ipal Government | ipal Government, | of Commerce and 
and Shanghai and Shenzhen and Shanghai Hong Kong Henan Provincial 
Municipal Gov - Municipal Gov - Municipal Gov - Branch of the Govern rat 
ernment ernment ernment Zhonghua Corp, 
China Marine Oil 
} Corp, and China 
Petrochemicals 
Sales Corp 
Organizational Institutional Nonprofit Busi- Institutional Nonprofit Institu- Sino-Foreign Institutional 
Nature Corp ness Corp Corp tion Joint Limited Com 
Liability Com- 
pany 
Listed Commodi- Copper and Alu- Copper and Alu- Soybeans, Corn, 6.5-Mm Diam- Refined Oil and Wheat, Corn, 
ties minum minum White Wheat, eter Wire Rods, Automobile Oil Soybeans, Mung 
Red Wheat, Pol- Natural Silk, and Beans, and 
ished Round- Threaded [Screw] Sesame Seeds 
Grained Nonglu- Steel 
tinous Rice, 
Polished Long- 
Grained Nonglu- 
tinous Rice, Soy- 
bean Oil, and 
Radish Seed Oil 


Futures markets, as an advanced form of a market 
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economy, have developed to a certain extent in China. 
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Their economic impact has also been brought into play. 
This article will begin with the two areas of China's 
existing futures market problems and China's futures 
market development features, and go on to analyze the 
economic impact of China's futures markets. 


1. China's Existing Futures Market Probiems 


While China’s futures markets have developed amaz- 
ingly well in just a short period of time, certain problexs 
have also arisen. The appearance of these problems is 
keeping the economic impact of China’s futures markets 
from being brought into full play. 


In detail, these problems are: 1. We have no nationally- 
uniform futures legislation and futures oversight agency. 
This allows certain provinces, cities, and sectors to 
disregard their own particular conditions and blindly 
establish all sorts of so-called “futures markets,”’ causing 
the national indiscriminate establishment of futures 
exchanges. This creates chaos in our futures market 
macroeconomic distribution, presents great difficulties 
for national macroeconomic regulation and control, and 
casts a shadow over our futures markets that were 
developing normally. 


Incomplete data shows that China’s current futures 
exchanges or trading markets of all types, including 
registered and unregistered, amount to more than 60, far 
exceeding that of the U.S. and certain European nations 
where futures markets are most developed. One city even 
has two commodity exchanges for the same commodity, 
creating an un waste of resources. For instance, 
while cae Nanjing Oil Exchange was originally operating 
quite normally after its establishment, once the close-by 
Shanghai Oil Exchange went into business, trading on 
the Nanjinng Oil Exchange became very slack, with at 
times only one or two contracts concluded a day. 


This lack of nationally-uniform futures legislation and a 
futures oversight agency has put the management of 
futures exchanges in all places throughout China in a 
state of “too many uncles but no father.” That is, while 
various mar agement agencies, such as the State Admin- 
istration for Industry and Commerce, the System 
Reform Commission, and banks, can all proceed from 
their owa management jurisdictions to manage futures 
ca nanges, there is no one management agency with full 
management responsibility. Too many policy jurisdic- 
tions and departmental conflicts of interest often leave 
futures exchanges with no rules to follow in normal 
operations. This lowers efficiency, keeping normal func- 
tions from being effective. 


2. Certain lawless elements are exploiting the public 
enthusiasm for futures markets and futures trading, as 
well as the public lack of futures knowledge, to establish 
all sorts of “underground” futures brokerage companies. 
Their illegal futures trading and nonstandard trading 
procedures, not to speak of their collusion with outside 
lawless businessmen to engage in futures fraud, are 
severely discrediting China's futures markets, causing 


FBIS-CH1-95-002 
4 January 1995 


much resistance to development, as well as keeping the 
normal economic impact of China's futures markets 
from being brought into full play. 


3. Certain misleading press statements about futures 
trading have led many investors with absolutely no 
futures knowledge to mistakenly believe that futures 
trading equates to “sudden wealth.” Take for instance 
the widely circulating “to become a millionaire, specu- 
late in stocks; to become a billionaire, speculate in real 
estate; but to become a trillionaire, speculate in futures.” 
This leads certain people into the market blindly for 
hasty trading, resulting in losses due to the lack of basic 
common sense and operating skiil, thus touching off 
many disputes. 

4. Reform and opening are still not complete in certain 
aspects, even clearly lagging in some. This affects the 
normal operation of futures markets and the investors 
who take part in futures trading, particularly the normal 
operation of state enterprises. For instance, while certain 
enterprise representatives have to request instructions 
from, and report to higher-level leaders in advance 
before engaging in futures trading, as futures market 
prices can change in a flash, the best opportunities have 
quietly slipped away by the time they have requested 
instructions and reported in. In addition, China's foreign 
trade and foreign exchange management systems are also 
severely limiting the use of the international futures 
market for hedging by China's many large and medium 
State enterprises. Just how can enterprises with neither 
foreign trade rights or foreign exchange quotas take part 
in international futures market operations? 


Of course, there are also many other problems. These 
problems are not only severely restricting and keeping 
the economic impact of China's futures markets from 
being brought into full play, but also are casting a huge 
shadow over the further development of China's futures 
markets. 


Il. China’s Futures Market Development Features 


In China's futures market development, while certain 
problems have arisen, which are keeping their economic 
impact from being brought into full play, China's futures 
markets have developed very quickly in a short time 
since their establishment. Especially amazing is that 
their state of development is essentially sound, with their 
economic impact also developing. This point can be 
clearly proven by the features of China's futures market 
development, as well as being generally recognized by 
domestic and foreign futures participants and theoreti- 
cians. 


China's current futures market development state can be 
characterized mainly as follows: 


1. Through learning from the successful experience of the 
mature international futures market, by developing what 
is useful or healthy and discarding what is not, China's 
futures markets have basically gotton onto a path of 
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sound development with distinct Chinese characteris- 
tics. This feature can be seen mainly in the following 
areas: 


A. All Chinese futures exchanges, through absorbing and 
drawing en overseas futures exchange management 
experience and by mutual learning among all Chinese 
exchanges, have established a guiding ideology of “stan- 
dardizing first and operating later,” drawing up and 
gradually improving rules and regulations, such as 
interim reguiations on exchange management, exchange 
charters, trading rules, member management regulations 
and accounting methods, gradually increasing their com- 
modity varieties subject to siandardized contract 
trading, strengthening their international and domestic 
futures information exchange and computer network, 
and gradually standardizing and internationalizing the 
making of futures transactions. Meanwhile, China's 
futures exchange development and futures trade infor- 
mation have also been ized and noted by interna- 
tional futures circles. The Shanghai Metals Exchange's 
daily trading information is bought at a high price and 
delivered to the world by the AP. 


B. While drawing on advanced overseas experience, 
China's futures markets have also taken a new route with 
distinct Chinese characteristics that is original 
throughout the world. 


The current internationally prevalent trading form is 
open price competition by brokers in futures exchange 
trading rings, with transactions concluded by hand sig- 
nals, after which they are certified in writing. And while 
China’s future exchanges all adhere to the principle that 
futures transactions must be conducted through open 
price competition, they use a computerized-matching 
transaction form to ensure trading fairness and effi- 
ciency. The use of this form is internationally acclaimed, 
because it represents the direction of development for 
futures trading. It does this by being most able to prevent 
unfair trading Futures exchanges in many countries are 
now also preparing to gradually abandon their tradi- 
tional trading form, and to take up the computerized- 
matching transaction form. 


China's futures market development is making its own 
contribution to world futures market development. This 
refers to the 6.5-mm diameter wire rods listed on the 
-uzhou Commodity Exchange. Previously, whether in 
C, ita of abroad, it was held that rolled stee! could not be 
tiaded on futures markets. So in the nearly 100 years of 
futures markets, there had never been a seat for rolled 
steel. Moreover, futures market experts and authorities 
had al! asserted categorically that rolled steel could noi 
become a futures trading target due to factors, such as 
uncertifiable quality standards 


But the Suzhou Commodity Exchange certainly did not 
Stop its explorations on this account. The Suzhou Com- 
modity Exchange explored boldly on spot market 
grounds, officially opening for such business on 22 Oct 
1992, introducing futures forces to rolled steel futures 
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contract trading. While on its first day of business, it 
concluded 22 transactions for a total of 1,980 tons, in the 
succeeding five months, 15 of 49 trading days saw 2 
trading volume of zero, with its highest business turn- 
over not topping the first day's. At that difficult moment, 
the Suzhou Commodity Exchange withstood the pres- 
sure, designing and offering on S$ and 8 March 1993 
respectively standardized contracts for 6. 5-mm diameter 
wire rods and screw steel. Since it has offered these 
standardized contracts, its 6.5-mm diameter wire rod 
trading volume has climbed monthly, with a turnover of 
361,000 tons for July 1993, 525,000 tons for August, 
1.09 million tons for September, and 1.72 million tons 
for the first 15 trading days of October, since which its 
growth momentum has not abated. 


The Suzhou Commodity Exchange's bold exploration 
and scientific verification show in fact that rolled stec! 
not only can be made a futures commodity, but also can 


operate so very nicely. 


2. China's futures market ED Sa with a rapid 
turnover growth momentum. Shanghai Metals 
Exchange, which opened for business on 28 May 1992, 
had a gross business turnover of 310 billion yuan by 21 
October 1993. This included 92 trading days in 1992 
when its average daily trading volume per trading day 
was $40 million yuan, with its 1993 average daily trading 
volume per trading day at 2.1 billion yuan, and its 
highest single trading day reaching a high of 5.7 billion 
yuan. 


The Shanghai Grain and Edible Oil Commodity 
Exchange has also seen amazing trading. From its 
opening on 30 June 1993 to 22 October [1993), it 
concluded 2.2 million contracts, or an average of 45,000 
a day; its gross steel turnover was 10.88 million tons, 
averaging about 220,000 tons a day; and its business 
volume was 16.7 billion yuan, averaging 340 million 
yuan a day. In addition, the Shanghai Grain and Edible 
Oil Commodity Exchange's trading growth shows its 
rapid trading growth rate. In July 1993, it concluded an 
average of 8,800 contracts a day, for a daily stee! 
turnover averaging 44,000 tons, and a monthly business 
volume of 1.09 billion yuan, for August, it concluded an 
average of 26,000 contracts a day, for a daily stee! 
turnover averaging 125,600 tons, and a monthly busi- 
ness volume of 2.14 billion yuan; in September, it 
concluded an average of 80,000 contracts a dav, for a 
daily steel turnover averaging 400,000 tons, and a 
monthly business volume of 7.16 billion yuan, and 
October (up to the 22nd), it was concluding an average of 
76,000 contracts a day, for an average daily stec! turn- 
over of 376,006 tons, and a monthly business tures er oo! 
5.86 billion yuan. 


The Zhengzhou Wholesale Grain Market. China's first 
standardized wholesale grain market, after 3 years of 
successful operation in which it accumulated experienc. 
beginning with spot transactions and moving toward a 
futures market, began to officially offer futures trading 
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on 28 May 1993. By 12 October [1993], it had concluded 
about 395,000 standardized contracts in just 94 trading 
days, for a commodity turnover of 3.95 million tons, and 
a business volume of 8.55 billion yuan. After offering 
futures trading on 28 May, its average number of daily 
contracts concluded were respectively by month 1,800, 
2,500, 4,500, 6,800, and 11,000. On its highest day, it 
concluded 18,258 contracts, for a commodity turnover 
of 1.8258 million tons, and a business volume of 343 
million yuan. 


The brisk trading and steadily growing turnover on these 
three exchanges show that trading is now going nicely on 
China's futures markets. 

3. While trading is exceptionally brisk and turnover is 
rapid on China's futures markets on one hand, their 
delivery settlement raic is also gradually falling on the 
other. It is already near or at the delivery settlement rate 
of internationally mature futures markets. Meanwhile, as 
all of our futures exchanges practice strict management 
for futures trading, such as a trading guaranty fund 
[margin] system (both basic and supplementary guaranty 
funds), restrictive trading positions, limited maximum 
investor holdings, and heavy penalties for contract vio- 
lators, this ensures the fulfillment of futures contracts. 
Most Chinese futures exchanges have now achieved a 
futures contract fulfillment rate of 100 percent. 


When China's futures markets first began to operate, as 
the investors participating in futures trading were still 
quite confused about futures trading and futures mar- 
kets, looking at futures trading and futures markets from 
a Spot transaction a; wholesale market perspective, the 
delivery settlement rate of investors trading on futures 
markets was very high. But as the number of investors in 
futures markets has increased, with investors gradually 
learning about futures truding and futures market func- 
tions as well as futures market operations standardiza- 
tion, our delivery settlement rate has dropped at a very 
fast rate. 


On the Shanghai Metals Exchange, the dclivery settle- 
ment rate was 86 percent in June 1992, down to 12 
percent by December 1992, at 5.8 percent from January 
through August 1993, and down to 2.8 percent by 
September 1993, while the delivery settlement rate on 
internationally mature futures markets is around 3 per- 
cent. The delivery scttlement rate on the Shanghai Grain 
and Edible Oil Commodity Exchange has changed sim- 
ilarly, dropping from 57.8 percent in August 1993 to 
16.1 percent for September and 1.4 percent by October. 


While the delivery settlement rate on all Chinese futures 
exchanges has dropped stcadily to around 3 percent, all 
exchanges have a contract fulfillment rate of 100 per- 
cent, with no disputes over fulfillment problems. This is 
in sharp contrast to the low contract fulfillment rates and 
triangular debi situation on China's spot and wholesale 
markets 


4 China's futures markets have begun to bring into play 
their basic functions of price discovery and risk avoid- 
ance 
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While China's futures markets have not been in opera- 
tion very long, so that it is still t00 soon to evaluate how 
well they are functioning, real operations show that they 
have made quite a good beginning in areas such as price 
discovery and risk avoidance. This can be scen in detail 
in the following two areas” 


A. China's futures markets have begun to play a role in 
general market circulation, making it possible for inves- 
tors participating in futures trading to hedge [invest- 
ments} and avoid price risks. Since the Shanghai Grain 
and Edible Oil Commodity Exchange went into business, 
it has concluded 2.2 million contracts, or an average of 
45,000 per trading day. And as to every standard con- 
tract, the turnover [switch] frequency is growing 
monthly, up from an average of 1.64 times in July 1993 
to 2.83 times for August, 7.49 times for September, and 
10.7 times by October. As for speculative trade, the 
average per contract turnover frequency was 80 times for 
September and October. Repeated contract turnover 
makes it possibic to disperse as much futures trading risk 
as possible. Meanwhile, it also creates the opportunity 
for hedging investors to meet their goals. The risks then 
avoided by —~ investors are eventually assumed by 
risk investors. Repeated contract turnover shows that 
market negotiability is very strong, with real channels for 
risk dispersion and diversion. 


On the Zhengzhou Commodity Exchange, conditions are 
similar. In the past, some grass-roots grain management 
enterprises stored large amounts of grain on behalf of the 
public, most of which did not turn over. As there were no 
futures exchanges, such enterprises could only be long- 
term custodians, which not only increased their costs, 
leaving them focused on grain quality changes, but also 
left them to assume the risk of falling grain prices. But as 
there are now futures exchanges, where such enterprises 
can take part in futures trading, they can sell off grain 
that has not turned over for a given period of time, while 
buying futures [contracts] at suitable prices and in sim- 
ilar quantities on futures exchange trading rings for 
hedging. This enables them to avoid or disperse the price 
risk of now selling spot grain and later buying supple- 
mentary grain. As for grass-roots grain enverprises, 
futures trading on markets for hedging not only solves 
the grass-roots enterprise problems of low fund turnover 
rates and fund shortages, but also lowers the holding 
costs of enterprises as grain custodians, and disperses 
price risks, having a positive impact on enterprise oper- 
ation and management actions. 


B. China's futures markets essentially have the impact of 
discovering and curbing prices by providing price signals 
for -nterprise production and operating actions In the 
past, when we had no futures exchanges, rolled sicel and 
nonferrous metal prices in China always changed along 
with China's economic growth changes. From May 1992 
te September 1993, rolied steel prices throughout China 
experienced a sustained risc, almost triple at their peak, 
then plummeted sharply in October 1993 to a bistoric 
low. During that same period, nonferrous metz/ prices 
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underwent four fluctuation cycles, but with clearly less 
volatility. Comparing the two, while nonferrous metal 
prices Muctuated at a faster frequency, their price vola- 
tility momentum was less than that of rolled stee!. For 
instance, the price of copper remained almost the same 
from 1992 to 1993 and, when factoring in the 1993 
exchange rate downward adjustment, the price of copper 
was lower in 1993 than in 1992. A crucial reason why 
nonferrous metal prices were less volatile was the impact 
of China's futures market. 


The prices reached through futures trading on the Zheng- 
zhou Commodity Exchange, in addition to being deliv- 
ered abroad by communications equipment, such as 
satellites, have also begun to be broadcast and carried by 
news media, such as Central, Henan, and Zhengzhou 
radio and TV stations, some incial and municipal 
radio and TV stations, JINGJI RIBAO, JINGJ! 
©ANKAO BAO, ZHONGGUO SHANGBAO, HENAN 
RIBAO, ZHENGZHOU WANBAO, YUE-GANG 
XIN XI BAO, AND JINGJI XINXI BAO, to become the 
“Zhengzhou prices” that play a crucial guiding role in 
enterprise production, operation, and management 
actions. Many enterprises hold that on market economy 
terms, with deregulated grain prices, enterprises Can take 
full advantage of the trading information on the Zheng- 
zhou Commodity Exchange to participate in futures 
trading, and to better run their spot operations. For 
instance, based on futures exchange price signals, enter- 
rises have signed advance grain purchase contracts with 
enan peasants, while selling on the futures market the 
same amount of grain during the same period. As enter- 
prises have crucial signals for operation and manage- 
ment — prices, they not only can contro! better-quality 
grain and more gain sources, giving them the initiative 
in market operations, but also can take advantage of 
price signals to stimulate peasant production initiative, 
thus helping to develop China's agricultural production 
and promoting a good commodity circulation cycle. US. 
Futures Association Public Director Darl Kieinbach 
[source-provided English] noted on a visit to Zhengzhou 
that the price discovery function of the Zhengzhou 
Commodity Exchange is having a “istinct impact in 
alleviating China's problems of gr... “buying and selling 
difficulties.” 
5. As futures exchanges are set up and developed every - 
where throughout China, f iures brokerage firms are 
also growing sharply. Provinces and cities, such as 
Guangdong, Shanghai, Jiangsu, and Henan, have a total 
of 164 futures brokerage firms registerd with the local 
industrial and commercia’ sector and exarained and 
approved by the State Administration for Industry and 
Commerce, of which 101 are in Guangdong, with 32 in 
Shanghai, 23 in Jiangsu, and eight in Henan. These 
brokerage firms al! differ, with some being state enter- 
prises, some collective enterprises, some a combination 
of state and collective enterprises, and others joint-stock 
and Sino-foreign joint-venture enterprises 


As for the development and operation of futures bro- 
kerage firms throughout China, certain ones have sound 
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rules and regulations, paying attention to the manage- 
ment expertise of overseas futures brokerage firms, with 
quite standard operations, advanced trading equipment, 
and quick access to information. They play important 
roles in futures trading as bridges and links between 
futures exchanges and investors, so promoting China's 
futures market development Those such as the China 
International Futures Corp and its branches in Nanjing 
and Shenzhen, Guangzhou'’s Wantong and Yintong 
futures brokerage firms, and Henan’s Wanda futures 
brokerage firm, are all definitely typical futures bro- 
kerage firms, particularly the China International 
Futures (abbreviated as CIFCO [source-provided 
acronyim]). Established in 1992, CIFCO is headquar- 
tered in Be. \ing, now having hundreds of employees and 
18 branches scattered throughout China. Through 
CIFCO endeavors, in December 1993 three large US. 
futures exchanges, the Chicago Futures Exchange 
(CBOT), the New York Commodity Exchange 
(COMEX), and the Chicago Commerce Exchange 
(CME), officially approved CIFCO as a nonsettlement 
member, making CIFCO the first mainland Chinese 
futures brokerage firm to have its own seat on US. 
futures exchanges. This was the “first step” by CIFCO in 
its endeavor to become an international futures bro- 
kerage firm, as well as a sign that Chinese futures 
brokerage firms are gradually joining international 
ranks. 


These features show that the economic impact of China's 
futures markets is beginning. 


This analysis shows that while China's futures market 
development does have certain problems, the economic 
impact of China's futures markets is still h ing. 
Meanwhile, as our State Securities Oversight Manage- 
ment Commission's Futures Department is established 
and begins to practice better uniform oversight of our 
national futures market, China's economic reforms are 
steadily intensified, with eased foreign exchange contro] 
and increased enterprise autonomy, and the “Futures 
Trading Law” sponsored by the NPC Finance and Eco- 
nomics Com mittee goes into effect in the not too distant 
future. With The unrelenting efforts of large numbers of 
futures personnel, we have full confidence that the 
economic impact of China's futures markets will cer- 
tainly be brought into full play. 


*Revicw on Issuance of H Stock 


95CE007SA Beijing ZHONGGUO GAIGE [CHINA 
REFORM] in Chinese No 9, 13 Sep 94 pp 17-19 


[Article by Li Zhangzhe (2621 1625 0811) commenting 
on a review of H stock on the first anniversary of 
issuance] 


[FBIS Translated Text] After careful preparation, the 
first series of H stock for nine large state-owned enter- 
prises — Qingdao Beer Company, Shanghai Petrochem- 
ical Corporation, Guangzhou Shipbuilding International 
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Corporation, Beiren Printing and Machinery Corpora- 
tion, Kunming Machinery Too! Corporation, Yizheng 
Chemical Fibres Corporation, Tianjin Bohai Chemicals 
Group, and Dongfang Electrical Machinery Corpora- 
tion, had successfully made their appearance on the 
Hong Kong market. In a review of their performance 
during the past year and the work involved in readying 
them for the market, we may find many pointers worth 
remembering. 


Basic Characteristics of Initial H Stock Issue 
The initial issuance of H stocks on the Hong Kong 
market shows some thought-provoking features. 


Whether it is a conclusion of past work or speculation of 
future developments, such views are worthy of attention. 


* High degree of emphasis paid the matter by high level 
authorities. The marketing of H stock exposes the deter- 
mination of China’s reform process and its openness 
together with her urgent wish to participate in interna- 
tional operations. It fully explains the self motivation of 
Chinese enterprises to follow international practices in 
stimulating the flexibility of state-owned enterprises to 
participate through a pilot project to develop a domestic 
stock market as a prelude to establishing and perfecting 
a stable stock market inside China. At the same time, 
entrance of H stock onto the market also increases the 
amount of international information that comes in 
favorably, and contributes to China’s mastery of the 
orderly procedures and technique involved in market 
participation. This also directly draws the loose interna- 
tional capital that is floating around, and sending out the 
news of Chinese stability is also favorable for a stable 
transition and continued prosperity in Hong Kong in 
1997. Issuing the H stock is the latest measure adopted 
since China began reforms and opened up to the outside, 
a move with deep and long range political and economic 
significance. As the result, the Chinese and Hong Kong 
authorities had devoted a great deal of attention to it. 
The State Council’s vice premier Zhu Rongji, together 
with director Li Tieying [2621 6993 2503] of the System 
Reform Commission, director Wang Zhongyu [3769 
0813 4416] of the Commission on Economics and 
Trade, chairman Liu Hungyu [0491 7703 0320] of the 
Association for Securities Oversight, chief Wang Bing- 
qian [3769 3521 0051] from the People’s Congress, 
chairman Luo Detao [5012 1795 3325] from the Hong 
Kong Securities and Futures Oversight Commission, 
and chairman Li Yeguang [2621 2814 1684] of the Hong 
Kong Joint Exchange were all in attendance at the 
signing ceremony for “Memorandum of Cooperation on 
the Superviision and Administration of Trading in 
Negotiable Securities” held in Beijing before the H stock 
was released whereby they appraised the value of the H 
stock for the Hong Kong stock market. 


* Sound detail used throughout the whole task. After 
determination was made to issue the H stock onto the 
market, the preparations to do so took almost a year. 
Both the China and Hong Kong sides cooperated closely 
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in considering the legal and accounting systems 
involved, and studied each rule and clause carefully to 
make sure the stock adhered to international practice as 
much as possible. The nine enterprises also planned their 
working procedures carefully. 


* Fair geographic distribution of enterprises marketed. 
The nine enterprises represent all of China basically, and 
cover a wide distribution of occupations and trades. 


* The nine enterprises the “cream of the crop” of their 
respective trades. All nine enterprises are framework 
enterprises of the state. Among them are four (45 percent 
of the group) who are first in their specialty. All nine 
enterprises have outstanding records in helping the state 
creat foreign exchange, and their figures on indicators 
such as profits, total capital asset value, product volume 
and quality are all at the forefront for their specialty. 
Their creditability is unquestioned. 


* Flexibility of a reasonably paced mark >t cycle. It has 
been almost a year since the H stocks entered the market. 
During June and July 1993, four stocks were issued, and 
after three months two more were issued in November 
and December 1993. After a resting period of another 
three months, the last three stocks were issued in March 
and April 1994. The whole course here shows proper 
pacing in the total “‘course of action.”” Observation of 
each stock issue upon its appearance on the market 
shows a spacing of about 15 days, which is reasonably 
well balanced for completing the task according to time- 
table. 


* Market conditions generally favorable to stock issue. 
The stock receiving the highest value was the Dong Dian 
H stock which commanded $2.83 HK, and the lowest 
was Bo Hai H stock which commanded $1.20 HK per 
share. Receiving the most offers was Ma Gang stock 
commanding more than 1.7 billion shares valued at 
more than $3.9 billion HK. And receiving the least offers 
was Kun Ji, for 65 million shares valued at $130 million 
HK. The subscription rate was the highest for Kun Ji at 
628 times, and lowest for Bo Hai at 1.25 times. At 
market closing on the day of issue, Kun Ji stocks 
performed best, Bo Hai stocks the worst (falling below 
bottom prices). Generally speaking, the task for issuing 
the nine H stocks was completely satisfactory, with 
generally good prices. All the work involved in issuing 
these stocks went off without a hitch. 


* Related interests and effect of market indexes. Because 
of the successful market issue of nine H stocks. the 
international creditability of China’s enterprises suw a 
quick rise in countries such as the United Staes, Britain, 
Japan, Canada etc., who expressed the hope that China 
would select some enterprises for inclusion in their stock 
exchanges. We can see how the interconnecting effect of 
the H stock is beginning to show up. Furthermore, for a 
specific item to show the rise and drop in H stock, 
another related effect is seen in the formal inclusion, on 
8 August 1994, of H stock indexes on the daily boards of 
the Hong Kong Joint Exchange, as indexes of China 
enterprises. 
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* Great increase in economic benefits stimulated by 
enterprise restructuring. Because of strict international 
rules, ways that H stock shareholders take to protect 
their interests are perfected, the nine state-operated 
enterprises take this opportunity to perfect their leader- 
ship structure, strengthen management, keep accurate 
accounting data, and report accounting information in a 
timely manner without any delay. The profits for 1993 of 
the six enterprises whose stock appeared on the market 
last year, after taxes, showed marked increases over that 
for 1992, in the following order: Kun Ji, 340 percent; Ma 
Gang, 330 percent; Qingdao, 316 percent; Beiren and 
Shanghai, both 88 percent; and Guangzhou, 56 percent. 


* General rise in H stocks followed by drop, and small 
rise again. A longitudinal view of the nine H stocks, 
except for individual ones, show they generally do well 
the first day, both in quantity and volume, to receive the 
gold or silver medal awarded in Hong Kong for the day. 
On 15 August, after H stock prices had reached their 
highest points at market closing, prices on seven H 
stocks dropped, but less severe and better than the lowest 
drop incurred in June. However, the volume of nine H 
stocks sold on 15 August showed a rapid shrinkage from 
its market opening volume which was almost twice as 
much. 


Existing Problems and Countermeasures 


When the H stocks were first traded on the Hong Kong 
market, it exposed quite a number of problems that 
should have been resolved in a timely manner by clari- 
fying all the details. A review of what took place shows 
the following to be especially important: 


* Leadership is required to continue developing H stock 
in a thought-out manner, careful not to rush headlong 
into mass action. Following serious implementation of 
reform and openness to the outside, issuance of H stock 
needs to be eased some more, for the second series 
covering 22 enterprises to be marketed. But the 
momentum for rushing headlong into action in China 
has not quite dissipated. Early on, before the nine 
enterprises entered the market, some enterprises in 
China, and even some local agencies in charge were 
acting on their own, attempting to rush into the foreign 
market via various channels. They were discovered in 
time by related agencies and were stopped. Now the tide 
for a new series of H stock is imminent, and all parties 
concerned must observe order and follow the leadership 
to procede along an orderly working course. It is neces- 
sary to refuse any great leap forward type of “‘beehive’”’ 
action. 


* Companies aiming for the foreign market must follow 
international standards to assure economic creditability. 
H stock shareholders are not to be treated “high- 
handedly.”’ Once a shareholder suspects a company’s 
economic status and creditability, he would dump the 
stocks held without any qualms. Recently, an accounting 
firm in Hong Kong had some suspicion about the true 
finances of H stock enterprises, and proposed dumping 
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all the H stocks it was holding. In another instance, 
because a certain H stock enterprise had not been 
forthcoming about the enterprise leadership’s stock 
holding activities, the Hong Kong Securities Oversight 
Commission seriously criticized this act and proposed 
corresponding penalties. This of course was not a fact, 
but it illustrates how carefully H stock shareholders pay 
attention to protecting their interests. From this we can 
see that even though the nine enterprises have completed 
their preliminary tasks, what follows will be even more 
difficult. For this reason, we must follow international 
principles in our operation, with no shortcuts, be open 
with information, standardize financial and accounting 
procedures to assure and protect a good financial repu- 
tation. In actuality, a good financial reputation reflects a 
good political reputation and a good national reputation. 


*Do not easily change stock offering prices. The sub- 
scription price for Shi Hua H stock had been posted at 
HK$1.74 for each share. After the stock offering had 
closed, the stock price was discounted at HK$1.58 per 
share. Such convenient changes to stock prices had never 
been seen on the international market, and such action 
make projecting the direction of future stocks difficult co 
determine, and affects the trust of the investor to a 
certain degree. The comparatively low subscription rate 
for Shi Hua stock illustrates this point. 


*Refuse interference on administrative matters and 
strengthen market regulation. What foreign investors 
worry the most about is the excessive amount of man- 
agement interference in China which covers up the true 
picture of an enterprise in the market economy. The 
unhappy subscription for Shanghai stock is such an 
example. If foreign investors do not recognize Shanghai 
as an enterprise with true economic significance, but 
only as a subsidiary management unit of the China 
General Petrochemical Company. It has available to it 
low-priced raw materials on order, a favorable foreign 
exchange supplement, and administrative protection 
against high import tariffs. As the result, once the market 
economy enters the picture (in such forms as parallel 
exchange rates, tariff and trade intrusions), the adminis- 
trative upper hand that Shanghai holds is eliminated, 
and it is possible that its operation and finances can 
encounter some difficulty. These are all factors causing 
Hong Kong investors to be wary of investing in Shi Hua 
stocks. Even though this foreign understanding is highly 
prejudiced, the causes for weak subscription of Shanghai 
stock are quite complex (such as inadequate publicity). 
However, we can gain a clue from this episode that the 
administrative organization scars incurred by enter- 
prises in China are quite severe, and frequently, in large- 
and medium-sized enterprises —the larger the enterprise, 
the stronger this administrative dependency. This affects 
the survival of state enterprises in a foreign market 
economy environment, and stock sales will suffer a 
certain amount of restraint. As the result, related agen- 
cies should first take themselves out of the administra- 
tive/command system, and instead allow the macroeco- 
nomic leverage of the market economy to regulate the 
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enterprise. The enterprise too, should remove itself from 
its administrative “parents,” and learn how to walk in 
the international market economy toward the interna- 
tional goal. 


* Difficulties associated with present and future stock 
subscriptions must be recognized. At the same time that 
we affirm the results from sales on the nine H stocks, we 
must also face the fact that subscriptions to offerings of 
the nine stocks varied greatly, were unbalanced and 
showed a tendency among individual stocks to slide 
downward. As an example, Lo Po stocks representing the 
first of a second series introduced abroad made its debut 
in Hong Kong in July of this year, but on the very first 
day, its price dropped to below the stock issue price. In 
August, the Hua Neng [China Energy] bonds were intro- 
duced to the U.S. market, but its price on the first day 
was very low and trading activity for it was very weak. It 

n be said that the second series of securities have been 
very unlucky on the foreign market. With continued 
relaxation of the H stock base that creates a situation 
where supply is greater than demand, a buyer’s market 
will eventually appear. For this reason, any state-owned 
enterprise expecting to raise capital by offering shares on 
the foreign market should not be blinded by optimism. 
We must note that with establishment of a socialist 
market economy, the market economy’s policy is being 
established, step by step, in changes such as tax system 
reform, parallel tracks for the exchange rate, elimination 
of various subsidies, adapting the price of capital origi- 
nation to the market, diversifying the enterprise leader- 
ship structure etc., which consider the true nature of each 
enterprise. This will allow new and old investors abroad 
(from Britain, the United States and Hong Kong) to take 
note again and again to make their selection. Certain 
opportunists who exploit advantages in China’s favor- 
able policy will not participate in any stock offering 
activity. Along these lines, enterprises expecting to raise 
capital through stock offerings must have a clear under- 
Standing that it is better to concentrate and think 
through the difficulties and come up with solid informa- 
tion to attract more true investors from abroad. 


* Relationships on the domestic and foreign fronts must 
be improved. It cannot be denied that certain conditions 
and the favorable policy surrounding H stock affect A, B 
stocks in China negatively. Some examples are problems 
such as the great difference between issue prices for A 
stock and H stock from the same company (sometimes 
several times over the lower price), unequal returns on 
the Astock and the H stock; much less active trading on 
B stock than on H stock; the lazy A stock shareholder 
trying to please the H stock shareholder etc. All of this 
damages the market for A, B stocks and their share- 
holders, as shown when the initial H stock series was 
issued, A stock value dropped dramatically, even hitting 
bottom in some instances. If these “foreign-catering’’ 
problems are not resolved, and more stocks from state- 
owned enterprises for foreign investment are issued, the 
mainland stock market and its shareholders may collapse 
and not revive. This is not alarmist talk. Consequently 
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all stocks must share the same price, same rights, same 
benefits, same risks, and same debts. What should be 
done right now is to set them up as the same kind of 
shares with the same kind of pricing and benefits. The 
servicing of information and returns should treat “the 
domestic guest and foreign guest” alike, for making any 
distinction between the two can only destroy the com- 
pany. Furthermore, there is a surplus of B stock for 
subscription, and with H stock available, it is only 
natural for the foreign investor to choose the more 
favorable one. Besides, the buy/sell aspect of the B stock 
issued is too indirect, making it very difficult for inves- 
tors to gain information about B stock companies. On 
top of this, the level of international activity for B stock 
companies is not as well-honed as that for H stock 
companies. As the result, to cancel out B stock at the 
opportune time is not unreasonable. There is another 
point that agencies in charge should note. That is, is it 
necessary for well-run large and mid-size state-owned 
enterprises to attract foreign investment through stock 
issue? If so, the China mainland will be seriously 
affected. Therefore, controlling stock issue of a propor- 
tionate number of well-run and profitable large and 
mid-size state-owned enterprises within reason, is crit- 
ical. That the domestic and foreign stock markets can 
prosper simultaneously is something people at home and 
abroad, particularly the Chinese people, are happy to 
see. 


*Take effective measures early on for H stock to rise 
again on the market. Before February 1994, six H stocks 
showed a steady rise. However, between March and 
June, the nine H stocks dropped on an overall scale. 
Causes for the drop were many and complex: the effect 
of a drop on the international stock market; unfounded 
speculation on political change in China; worry that 
enterprises could not adapt to China’s new tariff system 
and the new exchange structure that were effected this 
year; periodic disruptions from the high rate of calls, 
triangular debts and rising losses that the state considers 
important; easing of the large domestic debt and drop in 
value of A stock; concern about effective coordination 
between macroeconomic control and administrative reg- 
ulation; pressure {rom introduction of peripheral H 
stock and continuous easing of the stock base for H 
stocks; disagreemenis between China and Britain over 
the Hong Kong prob -m, and misunderstandings arising 
from rumors about most favored nation treatment 
between the United States and China with respect to 
trade. Simply put, for ign investors do not always under- 
stand information on China's politics and economy. 
Take certain political rumors. Some investors do not 
understand how the new tariff system will give enter- 
prises Cost pressures, continued rise in enterprise losses, 
no solution to triangular debts etc. In reality, all these 
matters are incomplete facts. Because the H stock share- 
holder does not understand, or simply just not know, the 
truth of the political and economic situation in China, he 
will dump and sell his H stock at the slightest movement, 
which has resulted large scale drops in H stock value 
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recently. Consequently, timely reports to the H stock 
shareholders is very important. Toward this end, is it 
possible to tackle the problem from both aspects? One is 
to join the Joint Alliance of International Accountants 
and the Joint International Alliance on Securities Over- 
sight as soon as possible. Not only will this make H 
stocks more internationalized and receive international 
protection, it also implements exchange of information, 
particularly the flow of information on the true state of 
politics and economics in China to reach international 
stock and bond organizations, thereby generating a pow- 
erful international effect. The second is reporting, via 
specialized media to H stock shareholders, news and 
information on the current political and economic situ- 
ation, stock market policy and regulations, status of 
stock market in China, direction of enterprise reform, 
and important speeches and comments by those on the 
leadership level etc. This way, bad news hurting the H 
stock shareholder is stopped effectively, and he has a 
chance to understand some of the political details and 
economic background to set his mind at ease and 
increase his faith in the investment. Use of actual media 
tools such as satellite television for foreign broadcasts, 
special phone lines set up to allow enquiries, and pub- 
lishing a “Report on H Stock Shares” (or a special 
edition on H stock in presently available periodicals 
covering stocks and bonds), will keep H stock share- 
holders informed and allow them to invest through this 
efficient and normal information environment. Once the 
ranks of H stock shareholders are calmed, a sizeable rise 
in the H stock index is imminent. 


Performance of the nine H stocks is outstanding. The 
present difficulty is a temporary glitch that could be 
overcome. The history of their outstanding performance 
will pave the way for even more state-run enterprises to 
embark toward the world’s golden high-speed highway. 


Shanghai Stock Exchange Issues Figures 


OW0401082995 Beijing XINHUA in English 0753 
GMT 4 Jan 95 


[FBIS Transcribed Text] Shanghai, January 4 (XIN- 
HUA)— The Shanghai Stock Exchange, China’s largest, 
in this economic and financial center, will improve itself 
in relation to market stability and developments this 
year. 


It will further work on monitoring and managing the 
market and expanding the number of B-shares 


According to statistics, the exchange’s transactions last 
year totalled 2.55 trillion yuan, 9.8 times the volume of 
the previous year. 


An official with the exchange attributed the good results 
to the expansion of the stock market, which has listed 
169 A-shares valued at 41 billion yuan, and 34 B-shares 
absorbing more than one billion U.S. dollars over the 
past year. 
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By the end of last year, the exchange had connected 19 
securities exchanges by computer and set up offices in 
more than 500 cities throughout the country. 


At present, the exchange has six million registered inves- 
tors and SSO members. 


*Rcport on Shanghai Stock Markcts in August 
9SCE0042C Hong Kong CHING-CHI TAO-PAO 
{ECONOMIC REPORTER] in Chinese No 38, 26 Sep 
94,p 17 


[Article by Li Hai (2621 3189): “Big Market Turn- 
around, Two Rising Waves— Information on the August 
Shanghai Stock Market"’} 


[FBIS Translated Text] Suddenly as the wind on a spring 
night, the first trading day in August on the Shanghai 
Stock Market was an all-around success as evidenced by 
the strong 33 percent rise in the indicators, ending a fall 
in the market that had lasted for eighteen months. The 
big market turnaround greatly delighted millions of 
stockholders and renewed investor confidence. By the 
end of August, stocks had risen to 785 points, a 135 
percent rise for the entire month, completing the first 
wave of the market rise. On 1 September, it broke the 
800 barricr, revealing the symptoms of a second wave. 


Swift and Ficrce Rise Is Explosive Sight 


On 29 July of this year, the Shanghai market fell to 333 
points and the situation was extremely grim, breaking 
through the 393 point iron bottom from the first fall of 
the market on 17 November 1992. On the second day of 
the fall to the new low point, officials implemented 
countermeasures to save the market, including the three 
main policies of stopping the issuance and marketing of 
new stocks, strictly controlling distribution of stocks, 
and expanding the sources of funds entering the market. 
The aim was to alleviate the sharp contradiction in the 
imbalance between supply and demand by controlling 
the chips and expanding the funds. The supply inflation 
caused the falling mainland market from February 1993 
and was one of the root causes of its exacerbation. 


The August Shanghai market was an explosive sight. In 
the first week, it realized a spurt from the low point of 
333 points to 683 points. This spurt was extremely 
successful in funds and utilization. Without a chance to 
take a breath, it broke the 400, 500, and 600 barriers 
Stock indicators doubled. In the second week, it broke 
through the 700 barrier, and thereafter the market quo- 
tations grew for three straight weeks, comparable to the 
indicators in March and April of this year. 


Looking back on the eighteen successive months that the 
Shanghai market fell, there were twelve months when it 
floated between 700 and 1,000 points. During this 
period, nearly 100 new stocks came on the market, 
nearly doubling its capacity. Trading volume was very 
closely linked to the performance of the stock at a paper 
loss. In August after a good shuffle, stocks at 800 points 
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and below were all recovered. The value of some more 
attractive groups of stocks climbed as high as 1,000 
points and Pudong block soared to historical new 
heights. But the vast majority of stocks still were still at 
a loss. So, the second wave in September assaulted the 
fortification and was checked by the chips piled up at 
800 points and above and a repeatedly shaking dan- 
gerous situation could occur. It was a high-level formi- 
dable task. 


Average Market Value of Each Stock Rose 4 Yuan 


Stopping the issuance of new stocks on the market was 
strictly enforced this year. In August only four new 
stocks were put on the market: Ha-Sui-Bao [0761 2979 
1405], the Hangzhou 100 Group, Guangdong’s Xing Hu 
[2502 3275], and Tong-hua Dong-Bao [6639 0553 2639 
1405]. They were limited to those listed on the schedule 
before the order. Up to now, a total of 168 stocks are 
traded on the Shanghai market with a circulation volume 
of approximately 6 billion stocks. The result of the first 
wave of the turnaround in August was that the average 
market value of stocks was pulled back up to 7.3 yuan 
from the lowest value of 3.2 yuan and the overall market 
value of stocks that could be circulated returned to 25 
billion yuan and above. 


Because, with the exception of a few partially or wholly 
foreign-owned enterprises, all the public enterprises were 
changed to stock-system enterprises, the largest investor 
and largest stockholder on the mainland stock market is 
the government, but public stocks still have not entered 
the area of circulation. So, officials want to exert influ- 
ence on the stock market, mainly by employing policy 
methods 


After the stock market rebounded, funds entering the 
market increased rapidly and trading was unprecedent- 
edly active. The value of daily transactions repeatedly 
broke 10 billion yuan. Funds mainly came from local 
organizations and more scattered households poured in. 
The opening of accounts for more frequent isolated stock 
trading was hot and on the rise. But if the second wave 
wants to win speedy success, it still needs to be accom- 
panied by large funds 


Need to Iacrease the Volume of Large Funds 


The market is currently most concerned about the con- 
tinuing influx of an increased volume of large funds 
Officials in expanding fund countermeasures listed three 
measures: Develop common funds and organizational 
investors, try to set up Chinese and foreign joint invest- 
ment funds and introduce foreign funds into the type-A 
stock market, and selectively fund securities organiza- 
tions 


The new countermeasures have had major attention- 
catching breakthroughs. According to recent informa- 
tion, Investment Fund Administrative Methods and 
Administrative Methods for Joint Chinese and Foreign 
Funds, as well as regulations for administering funding 
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of security organizations have all been written and ideas 
are being sought to revise them. 


As regards permitting foreign funds to enter the type-A 
stock market, such overseas securities firms as Shanyi 
[1472 0001}, Meilin [S019 2651], Yifu [1837 1381], 
Yecun [6851 2625], Daiwa, and Morgan have expressed 
an interest in organizing joint funds to enter the type-A 
market 


New type-B Stocks Expected to Be Markcicd 


It has been revealed by Liu Hongru [0491 7703 0320}, 
the chairman of the oversight committee, that the scale 
of type-B stocks will expand to USS1 billion denomina- 
tions. The Shanghai type-B stock market has 28 stocks 
with a face value of 2.4 billion yuan in foreign exchange 
renminbi and Shenzhen has 22 stocks on the market with 
a face value of 1.18 billion yuan in foreign exchange 
renminbi. The two type-B stock markets have the equiv- 
alent of nearly US$500 million in face value. Calculated 
on the scale of USS1 billion, type-B stocks could still 
double. There is information that in September and 
October new type-B stocks will be going on the market. 


In August type-B stocks resumed their upward trend. At 
the end of July, they received a market of 70 points and 
in August they stumbled up to 80 points, posting a new 
10 point rise. The rise in type-B stocks had a good 
influence on surrounding markets. Asia-Pacific markets 
all rose; Hong Kong stocks again topped 10,000 points; 
and it has already been recognized that mainland type-A 
stocks rebounded from last year's situation. Improving 
the type-B market atmosphere increased the upward 
space. 


In August type-B stocks stabilized at 80 points, rising 12 
percent for the month. 


Officials announced that companies distributing stock 
on the market will be strictly controlled. In the future all 
that meet conditions for distributing stocks and have 
undergone legal processes permitting them to issue type- 
B stocks must adopt the stock distribution certification 
method when they distribute stocks. This method is 
welcomed by overseas investors. 


Foreign Trade & Investment 


XINHUA Cites U.S. Daily on McDonald's 
Strategy 


OW040 1081495 Beijing XINHUA in English 0740 
GMT 4 Jan 95 


|FBIS Transcribed Text] New York, January 3 (XIN- 
HUA)— A McDonald's executive wrote in Tuesday's [3 
December] Wall Street Journal that the U.S. fast food 
chain is “committed to a long-term strategy of growth in 
China.” 

Marvin Whaley, president of McDonald's China Devel- 
opment Corporation, wrote to the journal from Hong 


Kong in response to a front-page report in the December 
2 issue of the paper 
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The report mentioned McDonald's operations in China 
and the situation surrounding its Wangfujing restaurant 
in Beijing due to a planned development project at the 
site. 


“As it relates to McDonald's,” the president wrote, “I 
would like to say we absolutely are committed to a 
long-term strategy o1 growth in China.” 


He said McDonaid’s will open its second restaurant in 
the eastern China city of Shanghai and its seventh 
restaurant in Beijing this month, bringing the total in 
China to 27. 


“We are not considering legal action regarding our 
Wangfujing restaurant,” Whaley wrote. “We have an 
excellent relationship with the Beijing government and 
look forward to that relationship continuing for many 
years.” 


“Also, we expect an amicable resolution wil) be found 
regarding our Wangfujing restaurant,” he said. 


Ministry Sets Target Sectors for Export Growth 


HK3112074594 Beijing ZHONGGUO XINWEN SHE 
in English 0312 GMT 31 Dec 94 


{[FBIS Transcribed Text] China's Ministry of Foreign 
Trade and Economic Cooperation has set the targets for 
promoting exports: 


Mechano-electric products are most important among all 
the important products. Because of the change in 
demand in international markets and the trend of rapid 
growth of products which require high technology in 
international trade, the pace of upgrading the structure 
of exports would have to quicken. The main items to be 
fostered and developed for export are mechano-electric, 
chemical and metallurgical products. Mechano-electric 
products will become China's largest exports by the end 
of 1990s. 


The export of part of the products which require high 
technology is fostered so that they can become main 
exports by the end of 1990s. They include: computer 
software, telecommunications facilities, life science, 
aeronautics and aerospace, microclectrons, photoelec- 
trons and so on. From now on, the development will 
focus on opening up of the development of deep and 
precision processed products. This is to increase the 
additional value of consumed raw material in each unit. 


The export of raw materials is decreasing gradually. The 
Structure of the export of primary products needs 
adjusting, especially the export of fuel and raw materials 
which will decrease 


New Laws To Regulate Forcign Advertising Firms 
HK0401052695 Beijing CHINA DAILY in English 4 
Jan 9S pil 


[By Ma Zhiping: ‘New Code Rules Foreign-Funded Ad 
Businesses’’] 
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[FBIS Transcribed Text] China's expanding foreign- 
funded advertising industry is urged to toe-the-line in 
new laws regulating its conduct. 


The move comes against official evidence and concern 
that, some jointly formed ad firms have been flaunting 
agreements under which they were set up. 


And yesterday rogue ad firms were given a warning that 
breaches of the tight new guidelines would result in their 
closure. 


All foreign-funded advertising firms in China will be 
bound by the new code embodied in new regulations 
which became enforceable this week. 


The rules are the first of their kind issued by the 
government to regulate the performance of foreign- 
funded advertising companies in China. 


They were jointly drafted by the State Administration 
for Industry and Commerce (SAIC) and the Ministry of 
Foreign Trade and Economic Co-operation. 


Sector regulators say they aim to enhance the country’s 
opening- up and bring the domestic advertising business 
in line with international-accepted practices. 


Liu Baofu, an official in charge of the administration of 
advertising businesses under SAIC said China approved 
the establishment of its first foreign-funded advertising 
firm in 1986. 


Since then, more than 180 advertising companies, 
funded by Chinese and foreign investors have been set 
up in China either as joint ventures or co-operation 
firms. 


“We approved these foreign-funded firms in China, 
primarily, for the purpose of introducing advanced for- 
eign technologies, equipment and experiences in adver- 
tising to this country,” Liu pointed out. 


A recent probe by central and Jocal administrations in 
the sector showed most firms had kept their perfor- 
mances in line with relevant Chinese regulations. 


But Liu pointed out “It has been found out that some of 
the joint ventures or co-operation advertising firms had 
conducted businesses without reaching the conditions 
and qualities require) by the State. 


“Some have even disrupted the normal order of the 
domestic advertising business by conducting illegal busi- 
nesses and unfair comrutition.” 


The new rules say project and feasibility study reports 
must be lodged with the State Administration for 
Industry and Commerce for clearance. 


The new rules also set the minimum qualifications a 
foreign investor must meet to trade in China’s adver- 
tising market. 
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Existing firms will be checked by officials who plan to 
list those which mect the new standards— and order the 
closure of those which fail to make the grade. 


Guangdong Expcricncing ‘Surge’ in Foragn Tradc 
OW0401090095 Beijing XINHUA in English 0833 
GMT 4 Jan 95 


{[FBIS Transcribed Text] Guangzhou, January 4 (XIN- 
HUA)—South China's Guangdong Province has made 
great efforts to increase its trade-oriented economy over 
the past year, with exports topping 46 billion US 
dollars, and imports more than 32 billion US. dollars. 


Both exports and imports increased by 70 percent from 
1993, accounting for 40 percent and 30 percent, respec- 
tively, of the country’s total. 


The province also saw a fast rise in the use of foreign 
funds. Total overseas invesiment in 1994 jumped by 20 
percent to 11.5 billion U.S. doliars, accounting for more 
than one-third of the nation’s total. 


Experts attribute the surge in its foreign trade to a range 
of reform measures including reducing the cost of export 
products and lowering tariffs by a big margin. 


Trial efforts at a share-holding system in export-oriented 
enterprises and a BOT [board of trade] mode of 
attracting foreign funds also contributed greatly to the 
rapid development of the local trade economy. 


According to local foreign trade officials, the province's 
overseas trade has spread to more than 180 counirics 
and territories around the world. 


The province also gave emphasis to exports of tech- 
nology and labor. Its total technological exports in 1994 
reached more than S50 million U.S. dollars 


In attracting foreign investment, it tended to seek coop- 
eration with giant global firms and consortiums. So far, 
dozens of the 500 world’s biggest transnational compa- 
nies have built factories in the economic developmental 
zones of Shenzhen and Guangzhou. 


The fast expansion of the province's economy also was 
aided by the joint efforts of state-owned, collectively- 
owned, privately-owned, and overseas-funded enter- 
prises. 


By the end of last year, the province had built over 
50,000 foreign-funded joint ventures, with nearly 30,000 
of them already operational, and total exports reaching 
more than 16 billion U.S. dollars, an increase of over 90 
percent from the previous year. 


To expand its foreign trade, the province has opened 
more than 500 businesses and agencies abroad. A group 
of enterprises in the province have now been listed on 
the Hong Kong Stock Exchange. 
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The sustained development of Guangdong’s overseas 
trade caused a surge in its gross domestic product, which 
went up more than 18 percent in 1994 over 1993's figure. 


Xiamcn To Reform Ovecrscas Investment Use 


OW04011°4495 Beijing XINHUA in English 1003 
GMT 4 Jan 95 


{[FBIS Transcribed Text] Xiamen, January 4 (XIN- 
HUA)—The Xiamen Special Economic Zone in south- 
east China's Fujian Province, has targeted about 1.35 
billion US dollars in overseas investment for use this 
year 


More measures will also be taken concerning the use of 
overseas investment which include tying it to the read- 
justment of the city’s industrial structure and carrying 
out reasonable deployment of related projects. The city 
will further reform the mode of using overseas invest- 
ment and enlarge areas that overseas investors Can invest 
in. It will also provide more preferential treatment to 
overseas-funded enterprises and help solve problems for 
them 


According to the mayor, Hong Yongshi, the city used 
1.24 billion US dollars in overseas investment last year, 
a 19.7 percent increase over the previous year. It 
approved 692 overseas-invested projects in 1994, with 
452 open for business. 


Industrial output for overseas-funded enterprises in the 
city accounted for 70 percent of the city’s total last year, 
and the percentage point is expected | ) increase to over 
75 this year. These enterprises cxported 3.35 billion US 
dollars worth of goods last year, a 42.3 percent increase 
over the previous year 


Nation Increascs Export of M achincry, 
Appliances 

OW0101103995 Beijing XINHUA in English 0750 
GMT 1 Jan 95 


[FBIS Transcribed Text] Beijing, January 1 (XIN- 
HUA)—China’s export of machinery and electrical 
appliance has been up for the ninth year. 


According to customs’ statistics, China earned 26.65 
billion U.S. dollars from export of such products in the 
first 11 months of this year, an increase of 38.8 percent 
over the same period of the previous year. 


The export of machinery and electrical appliances has 
risen to account for one fourth of the country's total 
ex port 


China has improved its export structure through 
exploring the market potential in North America, South 
America and Oceania and boosting export in countries 
around it 


In the first 10 months of last year, China sold machinery 
and electrical appliance products in 223 countries and 
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regions, with Hong Kong, the United States, the Euro- 
pean Union, Japan, and five countries in the Association 
of Southeast Asian Nations (ASEAN) in the lead. 


Exports to Brazil, Colombia and Cuba rose most remark- 
ably. 


During the same period, China's export of machinery 
and electrical appliance to Burma, Afghanistan, Bang- 
ladesh, Bhutan, India, Vietnam and the Republic of 
Korea all enjoyed a rise topping 40 percent. 


The period between 1985 and 1993 has seen an annual 
increase of 38.5 percent in China's export of machincry 
and clectrical products. 


Last year, China ranked 19th in the world in the export 
of such products, up from 28th in 1985. 


The country's export of recorders, black and white TV 
sets, bicycles, sewing machines and tools ranks the first 
in the world. 


However, trace officials pointed out that the country's 
export in this field is still low in comparison to the size of 
the industry. 


China’s total export of machinery and electrical products 
accounted for only 1.6 percent of the world’s total in 
1993. 


Agriculture 
Jiang Chunyun Stresses Afforcstation 


OW010117°895 Beijing Central People’s Radio 
Network in Mandarin 1030 GMT 20 Dec 94 


|From the “National Hookup” program] 


|FBIS Translated Text] While addressing a national 
conference of directors of forestry departments and 
bureaus yesterday, Jiang Chunyun, member of the CPC 
Central Committee Political Bureau and Secretariat, 
pointed out: China plans to produce 50 billion more 
kilograms of grains by the year of 2000. Whether we can 
accomplish this goal or not largely depends on the future 
results of our afforestation projects. He said: China has 
not yet completed affrostation in its vast barren moun- 
tains and areas. Many areas are still suffering from 
scrious disasters such as floods and droughts, or from the 
problem of soil erosion. Governments at all levels must 
regard improving the quantity and quality of trees and 
completing the afforestation task as a great systematic 
project. Discipline inspection commissions, financial, 
banking, labor, and material supply departments at all 
levels must provide preferential treatment and necessary 
and sufficient support to affrostation projects by sup- 
plying qualified personnel, funds, and material. 


Jiang Chunyun said emphatically: Bureaus and depart- 
ments at all levels must bear in mind the goal of 


ECONOMIC AFFAIRS 71 


accomplishing the second strategic plan for natwnal 
economy and attach importance to and strengthen affor- 
estation. 


Commentator on Wintcr Agricultural Production 
HK0401064195 Beijing RENMIN RIBAO in Chinese 
26 Dec 94 p i 


|Commentator’s Article: “Take Account of Overall 
Interests, Strive To Open Up New Vistas—On Earnestly 
Enhancing Winter Agricultural Production” | 


|FBIS Translated Text} Winter ushers in another year in 
agricultural production. Since winter is a crucial agricul- 
tural season, laying a solid foundation in winter is of 
paramount importance to next year's agricultural har- 
vest. Morcover, successfully enhancing winter agricul- 
tural production is also of great significance to both 
agricultural and national economic development as a 
whole. 


This year, despite serious natural disasters, the country 
still reaped a relatively good grain harvest. The country's 
cotton output has picked up, while the oil crops growing 
area and total oi] crop output both hit alltime highs. 
Besides, the country also registered significant increases 
in other sectors as well. Insofar as the macroscopic 
environment for the country's national economic growth 
is concerned, problems like excessive expansion of con- 
sumption funds and high commodity prices in the 
market, especially high grain and vegetables prices, still 
exist. Therefore, slow agricultural growth will inevitably 
upset the balance between supply and demand in the 
market, resulting in still higher prices. Therefore, car- 
nestly enhancing agricultural production and increasing 
the effective supply of farm products remain basic con- 
ditions for curbing inflation, stabilizing market supply, 
and ensuring smooth reform. A pressing task now is to 
successfully carry out winter cultivation, winter field 
management, winter manure collection, farmland capital 
construction, water conservancy work construction, 
farm machinery repairs, technical training, and so on to 
lay a solid foundation for a good agricultural harvest in 
1995, 


Successfully enhancing winter agricultural production 
and turning winter from a season of Icisure into a busy 
season will enable us to kill many birds with one stone 
First, by so doing, we will be able to make full use of the 
temperature, light, water, gas, and soil, as well as other 
winter resources, to raise both the sowing areca under 
farms crops and output. Great disparities in natural 
conditions exist in a country as large as China. For 
instance, North China is now a world of ice and snow, 
while South China is still green with grass and leaves at 
the moment. Over the past few years, the country’s total 
area of arable land has repeatedly fallen by several 
million mu cach year, while the grain grow‘ng areca has 
kept decreasing year in year out. The cow fy has also 
encountered tremendous difficulties with’ sect to the 
reclamation of arable land. More than 100m tion mu of 
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arable land remain idle in South China. In order to raise 
the country’s grain output, we have to make redoubled 
efforts to tap latent potential in this regard. Second, we 
must be able to replenish the “vegetable baskets” of 
urban and rural residents and increase peasants’ income 
as well. Ower the past few years, despite rapid increases 
in the output of winter vegetables in North and South 
China, the supply of vegetables has still fallen shorn of 
the growing demands of the people. South China has 
made use of its “natural hothouse” in vegetable produc- 
tron development and has shipped southern vegetables 
to North China, while North China has adopted protec - 
tive land cultivation technology and has built a lot of 
“sunshine hothouses” to develop production of vegeta- 
bles which are out of season, thus replenishing the 
“veuctable baskets” of both urban and rural residents 
and creating a new source of handsome income for 
peasants in the winter season. Third, we will be able to 
jurn winter from an idle season into a busy scason by 
mobilizing idle rural labor during the winter scason, 
because winter caltivation, winter ficld management, 
winter Manure collection, and winter water conservancy 
works construction absorb a lot of labor, thus, we will be 
able to make full use of some of the surplus rural labor 
that used fo swarm inte the cities or stay idle at home 
Juring winter Fourth, we will be able to strengthen the 
country’s agricultural reserve strength By building farm. 
land water conservancy works, fostering manure, and 
improving soil—especially by collecting, fostering, and 
collating a large quantity of manure—we will be abic 
io Mmerecase Oulput, save money, and bring about both 
mmmediate and future benefits, as this is an important 
measure in enhancing the country’s agncultural reserve 
strength This vear, countless serious natural disasters 
wused heavy losses to more than 200 million 
people, and mere than 860 million mu of farm crops 
were lost As @ result, people im certain disaster- ndden 
reas sul hawe difficulties in their daily life at present. In 
secw oof thes situation, successfully enhancing winter 
smrculteral production is of realistic significance to 
helprag people on the country’s disaster-ridden areas tide 
over diticalties during the lean winter season through 
increased production 


have 


\ lot ef work remains te be done at the end of the year 
Vi regrons should make overall arrangements, take all 
laters inte account, carnestly strengthen leadership, 
place winter agrcultural production high on the agenda, 
ind toke winter agricultural production as the key link in 
wwricultural production next year To this end, leaders at 
il levels should go deep to the grass-roots level, pool the 

torts of all departments concerned, mobilize the broad 
masses of the people, and assign production tasks to 
counties and villages, as well as peasant houscholds 
Agrioliural departments at all levels should also take 
winter agricultural production as an important task and 


provide technelogeal guidance and consultancy ser. 


vices Chemical industrial, supply and marketing, 
banking, and other departments concerned should also 
enhance coerdinatwen and cooperation, fulfill their 
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duties and obligations, and guarantice a sufficient supply 
of goods, maicrials, and funds for the country’s winter 
agricultural production. Now, Ict us brace up, go ail out, 
take stronger measures, Carry out work in a down- 
to-carth manner, make concerted efforts, and strive to 
make more breakthroughs in the country’s winter agri- 
cultural production 


*Diversification Kcy to Rural Finances 


95CE0130A Taiyuan JINGJT WENTI [ECONOMIC 
ISSUES] in Chinese No 8, 1994 pp 31-35 


[Article by Li Mingzhi (2621 0730 1807) of the Financial 
and Economic Commiiice of the National People’s Con- 
gress. “ Diversification: A Road To Financial Deepening 
in Rural China” —responsible editor’ Xue Jianmin 
(5641 2245 3046)) 


[FBIS Translated Text) L. Firancial Restraint Under the 
Pianncd and Dual Econor; 


The history of economic development has proved that a 
healthy and cffective financial industry ts indispensabic 
to a country’s economic takeoff, This can be explained 
by the neoclassical cconomic thesis on the growth of the 
economy — the Harrod-Domar model. The basic conciu- 
sion of this model is that the cconomic growth rate is 
equal to the product of the savings rate and the ratio of 
output to capital. Assuming that the last ratio is con- 
stant, the requirement for a balanced economic growth ts 
that any given saving must be translated completely into 
investment In the natural cconomy characterized by 
barter trade, savings and invesiment had the following 
salient features: 1) They were integrated as one. That 1s, 
the total amount of capital the investor put into invest- 
ment was cqual to the savings that he, as a saver, 
possessed. There were no other financial resources from 
outside. 2) Both investment and savings were in kind 
and of the same varicty. Because of this, savings that 
could be used for investment were not only quite hmited, 
but also very hard to translate inte investment. An 
inevitable phenomenon in society was that demand for 
invesiMent was great, vel No Corresponding savings were 
available to meet the demand or there were savings but 
they could not be translated into investment. This 
unavoidably restricted the speed of economic develop- 
ment With the birth of moncy and the financial 
industry, especially financial institutions— the interme 
diary in the translation of savings into invesiment 
savers and investors have been separated from cach 
other, and the function of savings has become different 
from that of investment Meanwhile, the road for trans- 
lating savings inte investment has been broadened, and 
instruments and means for such translaiion have been 
diversified. This has solved the problem of uneven 
distribution of savings capacity and investment oppor- 
tunitics in terms of space and time, led to the scattering 
of investment risks, and relatively enriched the informa. 
tion that savers can base upon to make savings and 
investments. As a result, it has been possible to make 
investment of scale as required by modern industnaliza 
ther 
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According to the thesis of McKinnon and Shaw, theorists 
advocating financial deepening, among the healthy and 
developed financial industry, economic growth, and the 
efficiency of economic growth exists a mutually pro- 
moting relationship, that is, they form a virtuous circle. 
Development of the financial industry not only helps 
translate savings into investment, but can also raise the 
savings rate in society—a point overlooked by the Har- 
rod-Domar model. In many developing countries, it is 
exactly in these two respects that the backward financial 
industry and ossified financial system have restrained 
their economic development and brought about a 
vicious circle known as “financial restraint,” ic., a 
backward financial industr, —underdeveloped econ- 
omy—low income and savings—financial control and 
planned income distribution—insufficient external 
financial resources for enterprises—a low economic 
growth rate...(McKinnon and Shaw, 1973) 


Prior to the 1980's, China’s economy showed a clear 
feature of “financial restraint,” which found expression 
mainly in the following: 1) The gross national product 
(GNP) was pretty low in terms of its total value and 
relative level. 2) In the GNP, the percentage of monctary 
transactions was relatively low, whereas the natural 
economic sector characterized by barter trade accounted 
for a comparatively high proportion. In 1978, China's 
financial correlation ratio (total financial assets/GNP) 
was 95.2 percent. In 1991, the ratio soared to 232 
percent, close to the 1988 level of moderately developed 
countries, but it was still quite laggard compared with 
that of developed countries. 3) Financial assets lacked 
variety, and financial instruments were insufficient. 
Indirect financial activities through banks’ assets and 
liabilities accounted for too big a share of the financial 
business, while the proportion of direct financial activi- 
ties through bonds and stocks were too meager. In 1992, 
99.8 percent of the financial assets were in the form of 
credit rights, while only 0.2 percent were share owner- 
ship. 4) The state restricted the development of non- 
state-owned financial institutions, exercised strict con- 
trol over the interest rate and foreign exchange rate, and 
adopted a quota system for raising and appropriating 
funds. Before 1978, the main financial institution was 
the People’s Bank. It was the central bank as well as the 
principal commercial bank. In essence, however, it was 
merely an accounting organ of the government financial 
department. In addition, as is the case of all other 
developing countries, a significant feature of China's 
financial restraint is the uneven development of its 
financial industry characterized by extreme backward- 
ness in rural areas. 


For a long time, the dual economic structure, in partic- 
ular the inter-regional dual economic structure, has 
remained a highly striking objective reality in China. 
Paralie! to the capital- and technology-intensive indus- 
trial system in cities is a slow-growing rural economy, 
which is based mainly on agriculture, farming in partic- 
ular, and which depends very little on capital and 
technology. The extreme poverty and slow economic 


growth in the countryside has long restricted China's 
economic development at large. With this dual economic 
structure, financial restraint is all the more acute in rural 
areas. Main symptoms of our rural financial restraint are 
as follows: 


1. As far as the locations of financial institutions are 
concerned, big banks owned by the state and other 
financia! institutions with modernized management are 
concentrated in cities. All the four big specialized banks, 
which hold an absolutely monopolistic position in 
China's financial industry, have their offices and busi- 
ness areas only in cities. In rural areas, the main financial 
institutions are credit cooperatives. Economic activities 
in cities show a higher degree of monetization, while in 
rural areas a fairly big proportion of investment, trade, 
and distribution activities are st,.i conducted in kind. 


2. The average amount of financial assets owned by a 
person in the countryside is way below that in cities. For 
a long time, cash, deposits, and loans have remained the 
major financial instruments used in our country. 
Deposits include predominantly those made by enter- 
prises and institutions, savings deposits by individuals, 
and deposits by the government financial department. 
Most of them belong to urban units and residents. Take 
savings deposits as an example. In 1978, rural savings 
deposits totaied 5.57 billion yuan. This was equivalent to 
only 34 percent of the urban people's savings deposits, 
which amounted to 15.49 billion yuan. In 1990, the 
percentage rose to 35 percent, though the rural residents 
had all along accounted for over 80 percent of the total 
population. In 1992, the combined total of savin 
deposits in urban and rural areas was 1,154.47 billion 
yuan. Of this amount, 85.4 percent was attributable to 
517 big and medium-sized cities with 63.6 percent taken 
up by their downtown areas. Now, let's look into the 
geographical distribution of another major financial 
instrument—loans. In 1986, agricultural loans 
accounted for 7 percent of the state bank loans; in 1992, 
it was 6 percent. From 1978 to 1992, the total amount of 
deposits in rural credit cooperatives (the total of deposits 
made by collective enterprises, township enterprises, and 
farming households) was always way above the total 
amount of loans borrowed by these three categories of 
units. The year 1992 witnessed a total amount of 
deposits of 347.7 billion yuan and loans of 245.39 billion 
yuan. Of these, farming houscholds’ deposits amounted 
to 286.73 billion yuan and loans 75.95 billion yuan. The 
above shows that large amounts of loans have flowed to 
Cities, though this does not mean that demands for loans 
and opportunities for investment are lacking in rural 
areas (the State Statistical Bureau, 1993). 


3. Since the commencement of the reform and opening- 
up drive, new financial instruments and financial assets 
have come into being. Examples are government bonds, 
enterprise bonds, financial bonds, and stocks. However, 
they are issued mainly in cities and towns, and most of 
them are held by urban units and residents. This indi- 
cates that over the past few ycars rural areas have lagged 
behind in the degree and speed of financial deepening 
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All in all, rural areas are far behind urban areas in the 
monetization of economic activities and the use of 
financial instruments in conducting such activities. The 
vast countryside is still dominated to a relatively big 
extent by 2 natural economy characterized by barter 
trade and self-sufficiency. It shows a comparatively low 
degree of modernization and commercialization. This 
conforms to the nature of China's dual economic struc- 
ture. 


Ail countries, including developed countries, have rela- 
tively developed as well as less developed sectors and 
areas in their cconomies. But this is not the dual 
economy referred to by development economics. In 
development economics, the dual economy means an 
economy in which an “excessive” gap in economic 
development exists between different areas and sectors 
due to the implementation of certain policics and sys- 
tems. Since the development of the financial industry is 
uhimately determined by the level of development of 
productive forces at various stages, the existence of 
financial restraint in our country, which is a developing 
country, is not because our financial industry has lagged 
behind that of devcloped countries, but because our 
overly backward financial industry caused by our polli- 
cies and systems has restricted our production develop- 
ment. In the case of our rural areas, the so-called more 
acute financial restraint does not simply mean that our 
rura! financial industry is behind that in cities. More 
important, it also means that our traditional financial 
system has a greater restraining effect on the develop- 
ment of the rural economy than the urban economy, and 
so it is more difficult in rural areas to raise funds, 
increase savings, and translate them into investment. As 
we can see, farming households, on the one hand, have 
bank deposits amounting to several hundred billion 
yuan. On the other hand, it is very hard for them to get 
loans from the banks. Instead, usury—with an interest 
rate much higher than the bank interest rate—is quite 
popular in rural arcas. As a matter of fact, our state- 
owned enterprises aid even our collective enterprises 
now rely on state bank loans (including loans from 
cooperatives) for 50 percent of the funds they require, 
and their rate of working funds is over 70-80 percent, 
though many of them have long suffered losses and are 
absolutely incapable of paying back the loans. In con- 
trast, economic units in the countryside, in particular 
farming households, individually owned businesses, and 
private enterprises, can hardly get any bank loan though 
they are able to repay it. A survey covering 1,027 private 
enterprises in Chaoyang County, Guangdong Province, 
shows that, of the 159 million yuan of assets in the hands 
of these enterprises (averaging 155,000 yuan per enter- 
prise), 59.1 percent are self-provided, 2.9 percent are 
from bank loans, and 15.1 percent are from other liabil- 
ities. Another survey of 150 sample houscholds at a 
village of Longhai County in Fujian'’s Zhangzhou City 
reveals that during the 1986-1992 period, these house- 
holds borrowed 1.2052 million yuan in cash. Of this 
amount, only 27.89 percent came from the Agricultural 
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Bank and the credit cooperative; the remaining 72.11 
percent was borrowed from private moncy lenders. (Ji 
Yongmao, 1993). 


In the perspective of systems and policies, what has 
caused the above state of affairs? The economic takeoff 
of a developed country bears no resemblance to the 
relatively balanced development course traversed by 
developed capitalist countries, nor is it like the process of 
natural development and evolution of the industrial 
structure. Instead, it starts from an objective background 
marked by vastly different local conditions plus a sub- 
jective demand to catch up with the developed countries 
as quickly as possible. A striking characteristic of the 
economic development of developing countries, 
including post-war Japan, is their “‘catching- 
up-and-overtaking strategy.” All developing countries 
hope that they can concentrate their resources and 
capital on fostering an extremely fast growth of some 
kinds of industrics so as to boost their international 
competitiveness and reduce their rehance on imporis 
The deliberate “guidance” given by their governments to 
attain this goal inevitably affects their financial systems 
and policies. In the economic revival period, Japan 
established the special development strategy of taking 
the heavy chemical industry as a leading project. It built 
a massive banking system to serve the needs of big 
enterprises and a host of financial institutions to imple- 
ment the government policies, including the Japan 
Development Bank and the Export-Import Bank of 
Japan. The purpose of these arrangements was to ensure 
that funds could be readily pooled. In the period from 
the 1950's to the 1960's, our country’s Taiwan region 
established the industrial and market policies of pro- 
tecting the domestic market and encouraging exports 
This resulted in a relatively high degree of protectionism 
for its domestic market and a barrier against imports 
Big monopolistic enterprises became the principal sup- 
pliers to meet domestic demands, while their own finan- 
cial needs were served by big financial institutions, 
mainly state-owned banks. To fit in eith their above- 
mentioned policy orientations, both Japan and Taiwan 
adopted man-made low interest rates and other finan- 
cial-control policies. China's situation seems to be sim- 
ilar to this. To give priority to developing capital- 
intensive heavy industries under the condition of 
extremely scanty capital, we have long kept to a policy of 
the man-made low intcrest rate and exchange rate and 
used a special fund appropriation plan to support the 
development of certain big state-owned enterprises (Lin 
Yifu et al, 1989) However, there is a fundamental 
difference between us and such countries and regions as 
Japan and Taiwan; that is, the latter's special develop- 
ment strategies and financial policies are based on a 
market cconomy, while ours are an integral part of the 
traditional planned economic system marked by a high 
degree of centralization. Because of this, ‘he following 
CONITAaSIS Cx Ist: 


1. Although Japan's special development strategy and 
financial policy have made universally acknowledged 
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achievements, they are merely government acts serving 
as a significant guidance. Their effects are brought out 
through market competition and the role of prices. In 
our country, the financial policy and financial institu- 
LIONS are, in essence, appendant to the state plan and 
subordinate to the gowernment financial department. 
Funds are raised and disiributed by administrative 
departments through the implementation of direct 
administrative measrrcs. One of the major measures 
applied is the requisition of labor from farmcrs without 
giving them compensation, the procurement of agricul- 
tural products from them at low prices, and the distri- 
bution to them of highly priced means of agricultural 
production and consumer goods—all these are nonex- 
istent in Japan. This kind of planned fund-raising and 
distribution has limited the effective role of the financial 
policy. As we can see, what actually controls the use of 
funds in our country is financial appropriations and 
budgetary credit, and, because of this, funds are always 
insufficient to meet the requirements of key industries. 


2. The scheme of the special strategy and policy based on 
the market economy is to specify which industries 
should be encouraged by the government. In no way do 
they totally replace or rule out the other financial activ- 
ities in society. in those countries and regions that 
implement such a strategy and policy, financial institu- 
tions and financial activities are diversified to meet the 
needs of the diversified cconomies. In Japan, for 
example, besides the big commercial banks and policy- 
oriented banks that serve big enterprises, there are 
numerous local commercial banks, sogo [cooperative] 
banks, and financial corporations to serve small and 
medium-sized enterprises. For agriculture, there is the 
Agricultural, Forestry, and Fisheries Finance Corpora- 
tion. In addition, there are various forms of lending and 
borrowing among the people. Direct financial instru- 
ments such as stocks and bonds are not playing a 
dominant role, but they are in no way lacking. As for our 
financial system, for a long time we have had only a few 
state-owned financial institutions, and our rural credit 
cooperatives have been unable to function as they are 
intended. The reform and development in the 1980's 
have brought into being several insurance Companies, 
trust and investment corporations, and local banks 
However, the four big specialized banks are still holding 
an absolutely monopolistic position, while non- 
government banks and small and medium-sized finan- 
cial institutions are practically nonexistent. Direct finan- 
cial activities are only at an inceptive stage. This is 
especially the case in rural areas. The current single 
financial structure is quite incompatible with our coun- 
try 's objective reality of uneven development in various 
piaces and far from meeting the financial requirements 
of our diversified regeonal and departmental structure 
The reason for this is not merely the mistake of our 
coonomic development strategy. It is also due to the 
ownership “composition theory” we have long upheld — 
which alleges that the more public the ownership system, 
the better to iws—and our a prion and impractical 
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thinking about economic design, which completely 
rejects the market mechanism. Under the guidance of 
this thiaking, non-state-owned financial institutions 
have been banned, lending and borrowing among the 
people have virtually dis; , and state-owned 
banks have adopted a discriminatory loan policy. Hap- 
pily, what is noteworthy is that, through over a decade's 
reform and opening, we have gradually discarded the old 
“composition theory” in dealing with our economic 
structure, particularly the structure of enterprise owner- 
ship; bowever, it appears that we still dare not do 
anyth’ ag about our financial structure. Since the start of 
the reform and opening-up drive, our economic struc- 
ture has shown a tendency to become diversified, but, on 
the other hand, our financial restraint has also become 
increasingly serious. Prior to 1978, the main rural eco- 
nomic organizations were the people's communes, pro- 
duction brigades, and communc- and brigade-run enter- 
prises. Since the implementation of the contract 
responsibility system, the main players in agriculture 
have become farming houscholds and those engaged in 
transportation and commercial work. Businesses in the 
category of tertiary industry are now run mainly by 
individual houscholds and partnership organizations 
Private enterprises have also achieved considcrabic 
devclopment. Under these circumstances, the single 
financial structure and the discriminatory credit policy 
should be ended. 


3. In addition to state-owned banks, the financial siruc- 
ture of market-cconomy countries Contains various non- 
government financial institutions which operate in a 
flexible and diversified way. The development of these 
financial institutions is bound to alleviate the imbalance 
between the supply and demand of funds and create a 
condition fer ~ «ation of financial control and for 
financis) libe. as cation. In contrast, financial activities 
in our Country are beset by the following formidable 
problems: Protected by the low interest rate and the 
special policy, state-owned enterprises pay no attention 
to the efficient use of funds on the one hand, and 
increase their fund demands continuously and unre- 
strainedly on the other. Moreover, their own shoricom- 
ings have prevented them from effectively absorbing 
savings deposits. The result of this is a more acute 
shortage of capital, forcing the government to exercise 
more stringent control over the interest rate and 
exchange rate. Under the state control, the low- 
interest-rate policy is legally binding, and no unit or 
individual is allowed to violate it, This makes it very 
hard for non-state-owned financial institutions and the 
traditional practice of lending and borrowing among the 
people to survive and grow unless they resort to illegal 
and semi-illegal means. In fact, the Chinese farmers are 
not lacking business and financial consciousness. To 
them, however, the problem is that under the planned 
economy, the traditional practice of lending and bor- 
rowing among the people is no more available, while 
state-owned banks are far away from them 
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Il. Ways to Deepen Rural Financial Activities 

There are two choices to deepen financial activities in 
our country, particularly in rural areas. One is to reform 
our present banking system as quickly as possible and, at 
the same time, continue to restrict the activities of 
non-state-owned financial institutions, in particular the 
spontancous financial activities among the people. Apart 
from the influence of the “composition theory,” the 
primary ground for this concept is that if state-owned 
banks can be transformed into commercial banks and if 
they can further expand their business scope and change 
their discn=inatory credit policy, then it is unnecessary 
to develop non-stateowned financial institutions. The 
other choice is to relax the policy restriction and to allow 
and encourage the growth and development of non- 
state-owned financial institutions while geanng up the 
reform of the state-owned bank system, that is, to “walk 


on two legs.” 


The first choice will make it impossible to avert the 
following problems: 1) As can be deduced from the 
experience of enterprise reform, a single state-owned 
bank system cannot meet the needs of developing a 
market economy, nor is it conducive to forming a 
competition-oricnted financial market and setting a 
market activity standard for state-owned banks and 
industrial and commercial enterprises. 2) The funda- 
mental problems of traditional state-owned banks, 
namely, no distinction between government administra- 
tion and bank management and lack of clarity of prop- 
erty mghts and operational responsibility, have a long 
history and are hard to correct. Whether from the 
theoretical or practical viewpoint, the reform of state- 
owned banks, even if it will be successful in the end, is 
bound to be a risk-laden and gradually devcloping pro- 
cess, which will inevitably affect the rapidly developing 
economy and hamper the further reform of the economic 
structure. Also, if big twists and turns occur in the 
single-track reform [of state-owned banks] and if there is 
no other means to fill up the gap and compensate the 
risks, our process of economic reform will certainly be 
obstructed. 3) Because of the serious shortage of funds in 
our entire society and the traditional credit policy car- 
ried out by state-owned banks, the people in the vast 
countryside cannot benefit fully from the reform of 
State-owned banks at least within a short period (as we 
can see, some discrimina ory financial policies still go 
unchecked under the sign ward of reform). The contin- 
uation of the single-track financial structure, which is 
consistent [as printed] with the change of our economic 
structure, will inevitably delay the deepening of financial 
activities in rural areas. 4) More important, in judging 
the merits of policies, including reform policies, ~« 
should not merely look at the policies alone of sic 
theories involved, but should see whether they meet our 
practical requirements. From the viewpoint of systems 
economics, the birth of a new system (for cxample, a new 
financial institution or instrument) is stimulated by its 
expected potential benefits when the system currently in 
effect (such as the current state-owned bank system, + ven 
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though it is undergoing a change) has an insurmountable 
of not-yet-4surmounted drawback in efficiency. That is, 
as long as the current drawback in efficiency has not 
been eliminated, the birth of a new system is inevitable. 
Of course, we can use a policy to hamper or prompt the 
birth of a new system, bul we cannot completely avert it. 
If we take the financial activities outside the state credit 
plan as being representative of the creation of a diversi- 
fied financial system, then the scale and the rate of 
growth of this new system are quite :impressive (even 
though it still has many aspects not up i> the standard) 
According to a survey, major finaficial activities and 
instrv ments that were not covered by the central bank's 
credit plan but existed as of the end of 1992 were 
financial credit (over 100 billion yuan), stocks and bonds 
(300 billion yuan), rural cooperative funds (10-20 bilhon 
yuan), lending and borrowing between enicrprises 
(including lending and borrowing within the same cnter- 
prise group), credit loans among the people, and various 
forms of fund-raising activities. It is estimated that in the 
Zhu Jiang Sanjiaozhou [Pearl River Delta] over one-hzif 
of the funds so far raised have come from financial 
activities outside the state credit plan. All these are not 
to be neglected when we formulate the financial reform 


policy 
As a matter of fact, rural financial activities have 
embarked on the road of diversification since the s‘art of 


the reform and opening-up drive There are two main 
categories of reform and creation in this respect 


1. Deliberate policy adjustment and structural reform 
across the country: 1) The Agricultural Bank of China 
has been reestablished as a special bank engaged solely in 
agricultural financial activities. A series of reforms have 
also been carried out for rural credit cooperatives. 2) 
With control lifted in 1985 over the division of business 
scopes and operational arcas of the four big specialized 
banks, the Industrial and Commercial Bank, the Bank of 
China, and the Construction Bank have all expanded 
their business “to the countryside ” With regard to 
township enterprises, which sprang up in the 1980's, 
over one-half of their assets is propped by habilities, and 
the creditors are mainly state-owned banks (including 
credit cooperatives) A sample survey reveals that bank 
loans to township e*terprises grew at a rate of 10-40 
percent during 1987-1991. 3) Control over non-bank 
financial institutions has been relaxed. This has pro- 
vided a favorable condition for the development of 
non-bank financial institutions in the countryside and 
also for urban non-bank financial institutions to expand 
their business to rural areas 


2. Spontancous financial activities: 1) Rural cooperative 
foundations. li is estimated that, from 1983 to the end of 
1991, rural cooperative foundations were established in 
18,000 townships around the country, of 33 percent of 
the total number of townships. Similar organizations at 
the village level numbered 120,000, accounting for 16 
percent of the total number of villages. By the end of 
1992, the amounts of funds raised and lent out through 
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these foundations had totaled 10-20 billion yuan. 
Guangdong now has more than 2,000 such foundations 
with funds amounting to | billion yuan. Now, rural 
cooperative foundations have become the most wide- 
spread and the largest-scale financial institutions in the 
countryside, only next to the Agricultural Bank of China 
and credit cooperatives. Some rural cooperative founda- 
tions are purely internal financial-management and 
money-lending organizations formed by a certain 
number of people and, therefore, are not open to out- 
siders. Others are cooperative financial institutions with 
a certain amount of capital to do deposit and loan 
business on an open or semi-open basis. Some of them 
are COM Munity organizations, that is, their main task is 
to manage the collective funds of the respective villages 
and funds owned by individual local households. Some 
are formed by linking different units and groups either 
vertically or horizontally. Others are attached to various 
specialized cooperative economic organizations. What- 
ever they are, the formation of all rural cooperative 
foundations is based on the principle of voluntary par- 
ticipation and mutual benefit, though some have a 
clear-cut profit-making goal while others do not. With 
regard to their internal organization, all show a rather 
strong cooperative nature. Some comparatively up- 
to-the-standard rural cooperative foundations have 
absorbed the characteristics of the sharcholding system 
and are further standardizing their operations. The cre- 
ation of rural cooperative foundations is consistent with 
the change of the main producers and the economic 
Structure and fits the current level of economic and 
social development in the countryside. These organiza- 
tions, characterized by flexible operations and simple 
procedures, is a great convenience to farmers. They have 
not only cased the shortage of capital in rural area« and 
supported the productive operations of individval 
households, township enterprises, and private enter- 
prises in the countryside, but also served to standardize 
and clarify the property nights of the collective accumu- 
lation and promoted the development of the rural finan- 
cial market. 2) Lending and borrowing among the 
people. This was a primary financial method used in 
ancient China. It prevailed in the Ming and Qing dynas- 
ties, at which time several relatively large banking houses 
and money shops sprang up with branches located in 
various parts of the country. In the early period following 
the founding of the People’s Republic, encouragement 
was given to use this financial method as a way to make 
up for the inadequacy of bank loans. Later, because of 
the restrictions imposed by law and policies, this finan- 
cial method was almost extinct. In recent years, with the 
development of the cconomy and the increase in people's 
income, this old financial method has “resurged” in 
rural areas Lending and borrowing among the people 
take place mainly between families or individuals either 
in cash or in kind with the term and interes: rate decided 
by the parties concerned Now, private deposit and loan 
organizations of a relatively big scale have appeared in 
some localities. Some of these organizations are called 
banking houses, others are called pawnshops, but they 
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are really banking houses. An investigation reveals that a 
farmer in Shanxi's Yuncheng Prefecture opened a pawn- 
shop in a county, and only after two to three ycars the 
pawnshop set up agency offices in all townships and 
villages of the county and established liaison centers in 
nine other counties. By the end of 1992, according to the 
investigation, this pawnshop had absorbed more than 40) 
million yuan in investment and deposits, and the moncy 
lent out had amounied to some 30 million yuan. Cases 
like this are not rare in our country. Those depositing 
money with or borrowing moncy from such banking 
houses are farming houschoids, individually owned 
workshops and stores, private enterprises, and even 
collective enterprises. The money borrowed is used for a 
variety of purposes, from wedding, funcrals, and house 
repair to commodity production and marketing. Con- 
tracts may take the form of verbal agreements, bricf 
written agreements, or formal lending and borrowing 
contracts. The appearance of lending and borrowing 
among the people and the birth of banking houses are 
attributable to the following objective factors: The 
increase in farming houscholds’ income and the rapid 
development of the economy have resulted in surplus 
funds and investment opportunities. On the other hand 
the operational mechanisms of state-owned banks and 
credit cooperatives are too rigd. Their low intcrest rate 
cannot attract deposits, and their loans are limited 
within a small scope. Their scale of operation is not wide 
enough, nor do they have enough branch offices to serve 
the people in various localities. What is more, they 
exhibit a strong air of commercial officialdom Under 
such circumstances, the development of lending and 
borrowing among the peopic, including leading and 
borrowing through private banking houses, is inevitable 
3) Fund-raising, stockholding system, and other direct 
financial activities. In both relatively developed and 
underdeveloped rural areas, raising funds from villagers 
for investment purposes has become rather commen- 
place. In well-off coastal and inland areas, there are even 
such activities as issuance, buying, and selling of bonds 
and stocks. Some of these activities are compar = vely up 
to the standard. In Guangdong and Fujian, mo .v town- 
ship enterprises are joint stock companies formed 
local villages and business firms from Hong Kong and 
Macao. 


Ill. Some Questions Concerning Theorics and Policies 
on Acceicrating Financial Decpening in Rural Arcas 
Spontancously created financial institutions and instru- 
ments, including rural cooperative foundations and 
lending and borrowing among the people, have pioved 


and will continue to play a vital role in the divers ica 
tion of rural financial activities. However, the question « 
that these non-state-sponsered financial units and acts 
ities still have an illegal or semi-iflegal status Ome of the 


Striking characteristics of changes in China's cconon 

activities and systems is that ne new creation or sew 
change can develop quickly uniess it ts recognized and 
given a legal status by the government. Atypical cram ple 
is the rural household contract responsibility system (ip 
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China, people deliberately or unconsciously cherish the 
idea that only those things approved by the government 
are ‘‘good.’’ Obviously, this differs from the criterion of 
economics. One of the major tasks of Chinese econo- 
mists is to use their analytical tools and knowledge 
together with their explanation and publicity to win a 
legal status for those new economic activities that have 
genuine social benefits). Without legal approval and 
protection, non-state-sponsored financial activities are 
often aimed at short-term targets and beset with abnor- 
malities, and have long remained in an immature stage. 
This has enabled critics to attack these activities. In this 
connection, there are certainly some issues that should 
be clarified: 


1. Critics have said that non-state-sponsored financial 
activities have disrupted the normal financial order, led 
to a decline in the deposits in the hands of state-owned 
banks and credit cooperatives, violated the interest rate 
policy, and incapacitated our macroeconomic regulation 
and control. First of all, it should be noted that the main 
reasons for an occasional or a quick decline in the 
deposits are the negative interest rate caused by a high 
inflation rate and the inefficient operation of the banks 
and credit cooperatives themselves. Secondly, the 
declined deposits in state-owned banks and credit coop- 
eratives reflect the result of competition between dif- 
ferent financial institutions and instruments in soliciting 
funds from the public. From this, we can neither say that 
the activities of non-state-owned financial institutions 
are inefficient (irrational) nor prove that their activities 
have led to a drop in the savings and exploitable funds of 
our society. Perhaps, the contrary is true—that is, their 
activities have raised the savings rate and translated 
savings into investment. This is like a factory receiving 
less orders under the pressure of competition. We cannot 
prove from the drop in orders that the competitors are 
illegal and their activities have a negative effect on social 
benefits. With regard to th: interest rate, we should point 
out that, through years of reform, the prices of the vast 
majority of products and services in our country are now 
determined and regulated by the market. But the interest 
rate, which is the price of capital, is still formed by the 
traditional stiff mechanism. The unified, man-made, 
and rigid interest rate 1s exactly what we hope to change 
and do not want to uphold for a long time to come 
Ultimately, of course, we have to depend on the govern- 
ment’s action to effect such a change. But, from the 
viewpoint of systems economics, local breakthroughs 
and alterations can be regarded as an initial or transi- 
tional step in ringing a change to the system. An 
example in point is the “double-track”’ price system. As 
for the so-called incapacitation of macroeconomic regu- 
lation and control, the criticism just serves to prove that 
traditional financial management based on a single 
credit plan can no longer meet the needs of financial 
diversification. This is avery conspicuous fact, but some 
people are turning a bind eye to it or are unwilling to 
acknowledge it. We cannot imagine that any indirect 
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financial regulation and control system can be estab- 
lished in a financial setup composed of state-owned 
banks alone using a rigid interest rate. We should not 
delay the reform in this area; otherwise, we will really be 
unable to change the chaotic financial] order. 


2. Another criticism is that non-state-sponsored finan- 
cial activities have touched off social problems or cre- 
ated hidden social problems, such as lack of trustworthi- 
ness (for example, some people have absconded with 
money) and high risks (payment difficulty and even 
bankruptcy may arise). Any economic organization that 
is not recognized and protected by law but remains 
underground cannot cherish hopes and make plans for 
its long-term development, nor can it establish a stan- 
dard organizational system and channel. Such being the 
case, it could have no much interest in such things as 
credibility. This is the present case of non-state-owned 
financial institutions, banking houses in particular. The 
so-called high risks are also attributable in part to this 
reascn. At the inceptive stage of development, these 
financial institutions lack personnel, technology, and 
necessary experience. In particular, because they are 
outside the normal system of financial administration, 
there is no control and supervision over the qualifica- 
tions to be met for their establishment and operations 
and over their credit guarantee and business activities. 
Consequently, there are high risks. As can be seen, high 
risks are caused not only by the way these financial 
institutions develop themselves, but also by reasons 
related to law, policy, and management. It is especially 
necessary to stress that we should no longer look at the 
financial risks under the market economy by comparing 
them with the so-called “‘low risks’’ of the state-owned 
banks under the planned economic system where 
everyone is “eating from the big common pot.” ‘We 
should note that under the market economy it is quite 
normal for some poorly managed financial institutions 
(for example, those unable to recall loans and attract 
deposits) to experience payment difficulty and even to go 
bankrupt. This precisely reflects that market competi- 
tion can confine the activities of financial institutions 
and is the foundation for long-term and effective opera- 
tion of the financial system. Presently, some state-owned 
banks rely on the central bank’s issuance of currency as 
a prop for their so-called safe operations. But the price 
for this is the declined efficiency in fund utilization and 
a serious degree of inflation. In the end, the loss has to be 
borne by the people at large. If this problem is not 
resolved, it will give rise to very dangerous consequences 
in the long run. 


1V. Several Suggestions for Accelerating Rural 
Financial Diversification 


1. We should revise or abrogate as soon as possible some 
laws and policies as necessary, relax the restrictions on 
the qualifications for financial business operators, and 
enact at the earliest possible date a unified “com mercia! 
bank law” and a law governing non-bank financial 
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institutions. The purpose is to have a unified provision 
on the establishment, operation, and close-down of all 
financial institutions aid build a diversified, open-type, 
and orderly financial system on the commercial front. 


2. While fostering and cultivating non-state-owned 
financial institutions, we should introduce modern 
forms of financial organizations and instruments. Finan- 
cial organizations that are comparatively up to the 
standard and have taken initial shape, such as rural 
cooperative foundations and banking houses, should be 
transformed into legal entities so as to raise their stan- 
dard and make them more open to the public. Relevant 
laws and social supervisory mechanism should be estab- 
lished to govern these organizations. 


3. To standardize the lending and borrowing activities 
among the people, various supplementary systems, 
including the modern contract system, debts and credi- 
tor’s rights system, share ownership system, and savings 
insurance system, should be introduced and instituted as 
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necessary. With regard to rural cooperative foundations, 
it is imperative to uphold the principle of separating 
government administration from the management of 
these organizations and ensuring the clarity of their 
property rights. It is also necessary to reduce or eliminate 
administrative interference and introduce the share- 
holding system so that they will function as independent 
rural financial institutions. 


4. To meet the needs of microeconomic changes, our 
financial management system and related macro regula- 
tion and contro] should no longer follow the traditional 
practice of taking the state credit plan as the confine for 
exercising regulation, control, and management. While 
gradually liberalizing the interest rates on commercial 
deposits and loans, we should have a broader view and 
focus on the management of financial activities of the 
entire society with the aim of setting up a system to 
regulate and contro] the money supply by indirect 
means. 
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East Region 


Fujian Sees Rural Economic Development in 1994 
OW0301171095 Beijing XINHUA in English 1600 
GMT 3 Jan 95 


[FBIS Transcribed Text] Fuzhou, January 3 (XIN- 
HUA)—Fujian, a coastal province in east China, 
achieved an all-round increase in rural] economic devel- 
opment in 1994, represented by a rise in grain and other 
foodstuffs production, accelerated afforestation, and 
flourishing deep-sea fishing and township industry. 


Despite two heavy floods and three typhoons which 
swept through 80 percent of its counties and cities, the 
province is expected to produce 8.875 million tons of 
grain in 1994, up by 185,000 tons or 2.1 percent over 
that of the previous year. 


Meanwhile, Fujian produced 2.2 million tons of fisheries 
products in 1994, making the province China’s third- 
largest fisheries producer. Fisheries consumption per 
person in the province came to over 60 kg last year, 
leading the country. 


According to provincial government sources, Fujian is 
expected to turn out 1.32 million tons of meat, poultry 
meat, eggs and milk, and 600,000 tons of edible fungus 
as well as 1.9 million tons of fruit in 1994. 


Now, 52.4 percent of the province’s land area is covered 
by trees, the highest rate in China. Township enterprises 
produced 155.3 billion yuan in output value last year, an 
increase of 47 percent over the previous year. 


In 1994, the province is expected to produce 36 billion 
yuan in agricultural output value, a rise of ten percent, 
and farmers’ per capita income is expected to reach 
1,500 yuan, up 300 yuan over 1993. 


Jiangxi Export Trade Exceeds $1 Billion 
HK0301141695 Beijing ZHONGGUO XINWEN SHE 
in English 1101 GMT 3 Jan 95 


[FBIS Transcribed Text! Nanchang, January 3 (CNS)— 
Jiangxi Province saw aii export trade value of US$1.016 
billion in 1994 ior the first time, registering a 20.9 
percent growth when compared with the previous year. 


Latest statistics reveal that export enterprises of various 
kinds and levels realized considerable growth in export 
trade during 1994. Among them, medium- and large- 
sized production enterprises of self management took 
the lead. They include Jiangxi Copper Industrial Com- 
pany, Jiangxi Optical Equipment Manufacturing Plant 
and Nanchang Handkerchief Factory, all of which 
achieved a great success in export by undertaking pro- 
cessing of imported materials, diversifying business 
Strategies and exploiting the export market. The three 
enterprises fulfilled their year-round planned export 
volume by showing an extra gain of 525 percent, 262 
percent and 99 percent respectively. 
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Jiangxi is enjoying benefit from its utilization of foreign 
capital. There were nearly 1,000 foreign funded enter- 
prises run across the province last year. Actual introduc- 
tion of foreign investment was put at US$412 million 
between last January and November, 31 percent up over 
1993. The gross export value of foreign funded enter- 
prises provincewide was US$107 million in the first 11 
months last year or an increase of 80.9 percent over the 
same period in 1993. 


3,229 Forcign Institutions Approved for Shanghai 
HK0301151595 Beijing ZHONGGUO XINWEN SHE 
in English 1413 GMT 3 Jan 95 


(“Hong Kong Tops in Number Foreign-Funded Institu- 
tions Stationed in Shanghai’ — ZHONGGUO XINWEN 
SHE headline] 


[FBIS Transcribed Text] Shanghai, January 3 (CNS)— 
According to the latest statistics of the Shanghai Indus- 
trial and Commercial Administration, 3,229 foreign 
permanent representative institutions had been 
approved by the Administration to set up in Shanghai by 
the end of 1994, involving a total investment of US$ 
40.87 billion. 


Among the 3,229 institutions, 2,688 are engaged in 
trade, 112 in financial insurance, 360 in transport, 18 in 
tourism, 18 in aviation and 33 in other businesses. 
Besides, another 10 institutions have been approved to 
establish by the Ministry of Justice and the State Admin- 
istration for Industry and Commerce. All these institu- 
tions distribute among 154 hotels, office blocks and 
apartment houses in Shanghai. Many of these institu- 
tions have been set up by Hong Kong, following by 
Japan, the U.S., Germany, Canada and Britain respec- 
tively. 


Sample survey on some areas in the city revealed that 
about 14 percent foreign permanent institutions have 
failed to go through lawful registration procedures. Rel- 
evant departments have already given advises and pun- 
ishments on such violators of regulations. 


Shanghai Tcchnology M arkct ‘Booming’ 
OW0301135595 Beijing XINHUA in English 1326 
GMT 3 Jan 95 


[FBIS Transcribed Text] Shanghai, January 3 (XIN- 
HUA)—China’s first national technology market, 
located here, reported booming business last year 


The latest statistics show that in 1994 the market trans- 
acted 2,000 technology contacts, about 10 percent of 
which concerned foreign technology 


The total transaction volume hit 2.8 billion yuan (about 
329.4 million U.S. dollars)-worth, of which 800 million 
yuan-worth was traded by enterprises outside Shanghai 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


FBIS-CHI-95-002 
4 January 1995 


With 144 members based in 29 provinces and cities, the 
market was jointly launched by the State Science Com- 
mission and the Shanghai Municipal Government in 
December 1993. 


At present, the market, with over 300 brokers, only 
handles the transfer of the use-right of technology. 


To facilitate transactions, the market provides such 
services as information collection, classification, regis- 
tration and distribution; the assessment of invisible 
assets; brokerage; consultancy on patent and legal affairs; 
arbitration; and financing. 


The market is expected to expand rapidly in the future, 
since a growing number of Chinese enterprises and 
institutions have applied for membership, and a large 
number of overseas businesses have expressed their 
desire to set up ties with it, market sources said. 


Pornographic Computcr Software Grows in 
Shanghai 

HK0401022695 Beijing ZHONGGUO XINWEN SHE 
in English 1428 GMT 3 Jan 95 


[FBIS Transcribed Text] Shanghai, January 3 (CNS)— 
The computer fever in Shanghai is getting greater than 
ever and has become the most favorite item of the 
consumer. However, as computers are getting more 
popular in families and there are increasing computer 
users, pornographic computer games are spreading over 
Shanghai silently and such influence is worrying. 


It is known now in Shanghai, the computer software 
supplied by computer game clubs contain scenes of 
pornographic sexual games and girl cards. When a player 
wins a card game, the loser, a sexy and lustful girl, will 
s.rip themselves by taking off her clothes one after one. 
It must be noted that most of the computer games users 
are young students and all they have to do is to spend 
RMB [Renminbi] 10 to obtain these ‘“‘wonderful soft- 
wares”. 


According to statistics, about 10 percent of the totally 
sold number of tens of thousand computers were sold to 
the families in the city last year. And some computer 
companies, in order to gain more business, when selling 
their computers, give free computer games to their 
customers. In Shanghai, there are very many parents 
who wish their children can learn more knowledge and 
are willing to spend a lot of money to buy them com- 
puters. However, the parents themselves know nothing 
about computers. They just think that their children are 
working very hard with the computers but never realize 
that those young brains are being badly poisoned by the 
pornographic adult games. 


It is understood that computer discs can disseminate 
more messages than books, audio and visual productions 
do. Because it is very difficult to tell the content of 
computer softwares from their first appearance, porno- 
graphic computer softwares can easily escape the inspec- 
tion of the Custom Officers. Relevant authorities and 
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parties are making appeals that stricter censorship must 
be adopted in the circulation process of the softwares to 
ensure a clean and healthy development of the computer 
fever in Shanghai. 


Pudong Economic Devclopmcat Increases Pace 
HK0301151395 Beijing ZHONGGUO XINWEN SHE 
in English 1402 GMT 3 Jan 95 


[FBIS Transcribed Text] Shanghai, January 3 (CNS)— 
The Pudong New Zone saw a shocking pace in its 
economic development when only taking into consider- 
ation a period between last January and November and 
Statistics for the entire year has not yet been made 
public. 


The gross domestic product (GDP) was accumulated at 
RMB [Renminbi] 25.58 billion in the first 11 months last 
year or a gain of 28 percent which was twice the GDP 
growth realized in the entire Shanghai. Tertiary industry 
made up 32.5 percent of the gain. 


The gross industrial output value was put at RMB 65.62 
billion in Pudong last year or a rise of 18.8 percent. The 
industrial sales value totalled RMB 64.7 billion or an 
increase of 16.7 percent. The industrial production and 
marketing rate was 97.7 percent. 


The fixed asset investment was valued at RMB 124.74 
billion in the zone last year or a gain of 63 percent, of 
which RMB 5.43 billion was spent on urban infrastruc- 
tural construction. 


Domestic and foreign trade in Pudong were big in value 
last year. The trade value between the zone and other 
provinces and cities elsewhere across the country 
reached RMB 2.17 billion between last January and 
November while the export trade with foreign countries 
was put at USS 1.6 billion or a rise of 75.7 percent which 
was at least 300 percent greater than that for the entire 
municipality. 


The urban infrastructural construction in Pudong 
improved day by day at a time when the economy of the 
zone proceeded rapidly. A fledgling shape of a modern 
city was seen 


Road and bridge projects carried out in 1993 and 1994 
helps improve the transport capability of Pudong which 
has already outpaced the Puxi which is located at the 
opposite side across the river. The Waigaogiao port area 
is prepared to build three more berths for vessels of 
10,000 tonnages following operation of four berths. The 
early phase work on the Pudong railway line is now 
underway while selection of site for the proposed Pudong 
international airport was completed 


About 60 high rise buildings rose in the Lujiazui finan- 
cial and trade zone which is at the opposite side of the 
Outer Bund across the river, forming a magnificent 
picture of a group modern buildings. A television tower, 
known as the No. 1 tower in Asia and a new mark for 
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Shanghai, was completed last year which attracted so 
much attention at home and abroad. 


The Pudong Zhangyang Road commercial district, 
which is the largest one in Far East, opened to business 
late last year. The largest commercial mall in Asia went 
into operation there. 


There were some 2,500 foreign funded enterprises run in 
Pudong as of late last November with a total investment 
of over USS 10 billion which came from 45 countries 
and regions. About one third of 148 multinational com- 
panies making investment in Shanghai were interested in 
the zone for further development of their business. 


Exploitation of Pudong, according to authoritative 
sources, not only encouraged foreign businessmen to 
invest in China but also helped the smash of limitation 
regarding region and profession for domestic enterprises. 
Pudong drew in 3,700 domestic investment items valued 
at over RMB 28 billion in recent years. 


Central-South Region 


Guangdong Regulations on Publication M arkct 


HK0201083495 Guangzhou NANFANG RIBAO in 
Chinese 27 Nov 94 p 4 


[Regulations on the Management of the Book, News- 
paper, and Periodical Markets of Guangdong Province 
(Adopted at the 11th Session of the Standing Commitice 
of the Eighth Guangdong Provincial People’s Congress 
on 17 November 1994)"] 


[FBIS Translated Text] Article 1— These regulations are 
formulated in accordance with relevant laws and regula- 
tions of the state, and in light of the reality of Guang- 
dong, in order to strengthen the management of the 
book, newspaper, and periodical markets, and to pro- 
mote the flourishing and healthy development of book, 
newspaper, and penodical distribution undertakings. 


Article 2—All organizations and self-employed busi- 
nessmen who are engaged in the distribution and renting 
of books, newspapers, and periodicals within the admin- 
istrative division of Guangdong Province are to abide by 
State laws and regulations and by these regulations 


Article 3— Organizations in various economic forms as 
well as self-employed businessmen are encouraged to 
engage in the distribution of books, newspapers, and 
periodicals within a fixed scope, and to gradually estab- 
lish and perfect a book, newspaper, and periodical 
market system with the state-owned economy as the 
dominant factor, with numerous circulation channels, 
with multiple economic sectors, and with the co- 
existence of many forms of buying and selling 


Article 4—Administrative departments in charge of 
information and publication of people's governments at 
and above the county (district) level are administrative 
departments in charge of the book, newspaper, and 
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periodical markets, and are responsible for the imple- 
mentation of these regulations. Where administrative 
departments in charge of information and publication 
are not established, administrative departments in 
charge of culture of people’s governments of cities and 
counties (districts) are to be in charge of work in this 
respect. 


Administrative departments in charge of culture, 
industry, commerce, public security, postal and telecom- 
munications service, the customs, and so on are to do 
their respective duties according to law, and are to 
cooperate with administrative departments in charge of 
information and publication to do a good job in the 
management of the book, newspaper, and periodical 
markets. 


An inspection system is to be instituted for book, news- 
paper, and periodical markets. Detailed procedures are 
to be formulated by the provincial people’s government. 


Article 5—In applying for the publication or renting of 
books, newspapers, and periodicals, an applicant first is 
to apply to administrative departments at or above the 
county (district) level in charge of book, newspaper, and 
periodical markets for a business permit, and to apply to 
industry and commerce administrative departments for 
a business license before doing business. Doing business 
without a permit and license is forbidden. 


A permit or license for the business of books, newspa- 
pers, and periodicals is not to be borrowed, rented, 
transferred, or sold in any form 


Newspaper and periodical distribution sections of post 
offices are to distribute newspapers and periodicals in 
accordance with the Law on Postal and Telecommuni- 
cations Service 


Article 6— Publishing houses, XINHUA bookstores at 
the provincial level, the Guangzhou and Shenzhen 
XINHUA Bookstores, and state-owned distribution 
organizations with necessary conditions may apply to do 
general book distribution business. Such an application 
is to be examined and verified by administrative depart- 
ments in charge of information and publication at the 
provincial level, and is to be submitted to state admin- 
istrative departments in charge of information and pub- 
lication for approval 


Post offices can be entrusted with the distribution of 
regular newspapers and periodicals for which registra- 
tion certificates have been obtained and which have been 
put on a uniform publication list. Publishers of these 
newspapers and periodicals themselves also can do gen- 
eral distribution business. Newsrapers and periodicals 
for internal distribution may be distributed only within a 
designated scope at home. 


Article 7—XINHUA bookstores, foreign languages 
bookstores, and state-owned or collective distribution 
organizations at and above the county level may apply to 
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do second-grade wholesale business in books, newspa- 
pers, and periodicals, and their applications are to be 
examined, verified, and approved by provincial and 
prefectural-level city administrative departments in 
charge of information and publication, in accordance 
with their competency. 


Article 8—Applications by organizations and self- 
employed businessmen to do business in retailing and 
renting books, newspapers, and periodicals are to be: 
examined, verified, and approved by administrative 
departments in charge of the book, newspaper, and 
periodical markets at the prefectural, and county (dis- 
trict) levels in the places where these applicants are 
located. 


The conditions for the application for gencral distribu- 
tion, second-grade wholesale, and retail, as well as the 
scope of business, are to be determined by relevant 
Stipulations of state administrative departments in 
charge of information and publication. 


Article 9— Applications by organizations to do business 
in importing and exporting books are to be examined 
and verified by provincial administrative departments 
in charge of information and publication, submitted to 
state administrative departments in charge of informa- 
tion and publication for approval, and then submitted to 
provincial or state administrative departments in charge 
of foreign economic cooperation and trade for verifica- 
tion and approval 


The printing of books, newspapers, and periodicals for 
publishers outside the border ts to obtain the approval of 
provincial administrative departments in charge of 
information and publication. All finished products are to 
be sent back to places outside the border as stated in 
contracts and are not to be sold inside the border. Sales 
of any of them inside the border are to be carried out 
according to stipulations for the import of publications 


Imports of newspapers and periodicals from foreign 
countries and from Hong Kong, Macao, and Taiwan are 
be examined and approved by provincial administrative 
departments in charge of information and publication 
The import of newspapers and periodicals which require 
the approval of state administrative departments in 
charge of information and publication is to be carried 
out according to relevant state stipulations 


Imports of social science and natural science books 
published in foreign countries, Hong Kong, Macao, and 
Taiwan are to be examined and approved by provincial 
administrative departments in charge of information 
and publication and by provincial administrative 
departments in charge of science and technology, respec- 
tively, and are go through relevant customs formalities 


Article 10— Organizations of the Chinese side in charge 
of projects for the setting up of Sino-foreign jointly 
funded or cooperative enterprises for the distribution of 
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books, newspapers, and periodicals are to submit appli- 
cations for setting up such enterprises to the provincial 
departments in charge of information and publication 
for examination and verification, and to state adminis- 
trative departments in charge of information and publi- 
cation for approval. They also are to go through other 
formalities at departments concerned. 


Article 11— Holding provincial or interprovincial book 
and periodical exhibitions and fairs is to be reported to 
provincial administrative departments in charge of 
information and publication for approval. Holding 
national book and periodical exhibitions and fairs is to 
be reported to state administrative departments in 
charge of information and publication for approval. 


Article 12— Organizations that import publications are 
responsible for conducting activities to exhibit and sell 
books and periodicals published in Hong Kong, Macao, 
and Taiwan. They are to report to provincial adminis- 
trative departments in charge of information and publi- 
cation, and to go through formalities for examination 
and approval three months prior to such activities. 


Article 13—In ceasing business, temporarily suspending 
business, changing the scope of business, changing legal 
representatives or persons in charge, changing venues of 
business, merging, or setting up branches, organizations 
and self-employed businessmen distributing books, 
newspapers, and periodicals or renting them are to go 
through formalities for cancellation or changes with the 
departments that have given them approval to do such 
business 


Article 14—Organizations and self-employed busi- 
nessmen wholesaling or retailing books, newspapers, and 
penodicals are to do business in accordance with rele- 
vant state stipulations, and are not to purchase books, 
newspapers, and periodicals from organizations or indi- 
viduals that do not have a business permit. Organiza- 
tions wholesaling books, newspapers, and periodicals are 
not to wholesale books, newspapers, or periodicals to 
organizations or individuals that do not have a business 
permit 


Article 15 — Books, newspapers, and periodicals entering 
the market are to be only the publications of publishing 
organizations approved by the state and publications 
outside the border which are approved for import 


Article 16— Publications with following contents are to 
be banned from publication, distribution, dissemina- 
tion, or renting 


1. Instigating the overthrow of the leadership of the CPC, 
the socialist system, and the people's democratic dicta- 
torship; 


2. Instigating the splitting of the country and the dam- 
aging of its sovereignty and territorial integrity; 


3. Instigating the undermining of nationality solidarity 
and creating splits among nationalities, 
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4. Publicizing murder, violence, pornography, and igno- 
rant superstition; 


5. Insults and slanders harming other people's legitimate 
rights and interests; 


6. Leaking state secrets; 


7. Other contents the publicity of which is banned by the 
State. 


The distribution in any form of illegal publications, 
publications smuggled in from outside the border, and 
publications for internal circulation which are not com- 
piled and printed by the publishing organizations are to 
be banned. 


Article 17—Important literature of the party and the 
state; works of party and state leaders; teaching materials 
of universities, colleges, and secondary technical schools; 
textbooks of middle and primary schools; publications 
for internal distribution, and imported publications are 
to be distributed by distribution organizations desig- 
nated by state administrative departments in charge of 
information and publication. Tutorial books to be uni- 
versally used by middle and primary schools are to be 
distributed by distribution organizations designed by the 
provincial people’s government. 


Article 18—Offenders violating any of the following 
provisions of these regulations are to be punished 
according to the seriousness of each case by departments 
in charge of information and publication or by judicial 
organs concerned 


1. Those who violate the law to do business without a 
business permit and license are to be ordered to cease 
their business, and their illegal earnings are to be confis- 
cated. They also can be given a fine of between 10,000 
and 30,000 yuan. The illegal earnings of those who lend, 
rent, transfer, buy, or sell business perm its or licenses are 
to be confiscated, and the business permits aad licenses 
of the holders are to be withdrawn. Thev also can be 
given a fine of between 10,000 and 30,000 yuan. 

2. The publications of those who wholesale, retail, dis- 
seminate, or rent illegal publications or who carry 
banned contents in their publications are to be confis- 
cated and destroyed, and the illegal earnings of the 
offenders are to be confiscated. The offenders are to be 
ordered to cease their business, their business permits 
and business licenses are to be withdrawn, and they also 
can be given a fine of between five and 20 times their 
illegal earnings. Those who violate the criminal law are 
to be sent to judicial organs for punishment according to 
the law 


3. Those who violate stipulations to distribute books, 
newspapers, and periodicals to be managed by desig- 
nated organizations or books, newspapers, and periodi- 
cals for internal circulation are to be given a warning, 
and their illegal earnings are to be confiscated. 
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4. Those who violate stipulations on the management of 
imported books, newspapers, and periodicals are to be 
ordered to stop their business for rectification, their 
publications and illegal earnings are to be confiscated, 
and they also can be given a fine of between one and 
three times their illegal earnings. 


5. The illegal earnings of those who violate stipulations 
on the management of book and periodical exhibition 
and fairs are to be confiscated, and the offenders are to 
be given a fine of between 20,000 and 40,000 yuan. 


6. The illegal publications of those who wholesale, retail, 
disseminate, or rent smuggled publications or who 
domestically sell, disseminate, or rent, without authori- 
zation, books, newspapers, or periodicals printed and 
produced for people outside the border are to be confis- 
cated and destroyed, and the illegal earnings of the 
offenders are to be confiscated. The offenders are to be 
ordered to cease business, their business permits and 
licenses are to be withdrawn, and they also can be given 
a fine of between three and five times their illegal 
earnings. 


7. The illegal earnings of wholesale or retail organiza- 
tions or of self-employed businessmen of books, news- 
papers, and periodicals who purchase from or wholesale 
to organizations or individuals that do not have a 
business permit are to be confiscated. The offenders are 
to be ordered to halt business for rectification and are to 
be given a fine of between two and four times their illegal 
earnings. Offenders in serious cases also are to have their 
permits and business licenses withdrawn. 


Offenders of several stipulations at the same time can be 
punished in a combined manner. Offenders of one 
stipulation that involves several kinds of punishment are 
to be punished according to the most serious offense. 


Article 19— Those who violate these regulations and at 
the same time infringe on copyrights are to be investi- 
gated and punished for both offenses together by admin- 
istrative departments in charge of information and pub- 
lication together with administrative departments in 
charge of copyright 


Article 20— Those whose acts violate these regulations 
and constitute violation of regulations on the manage- 
ment of social order are to be dealt with by public 
security departments according to the law. Acts that 
constitute crimes are to be rcierred to judicial depart- 
ments for investigation and affixing of criminal respon- 
sibility. 


Acts violating state laws concerning administration and 
management of industry and commerce, or concerning 
customs Management are to be dealt with according to 
the law by administrative departments in charge of 
industry and commerce and by the customs. 


Article 21—Litigants who refuse to accept decisions on 
punishment may apply for reconsideration to relevant 
departments at a higher level than those meting out the 
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punishment within 15 days after receiving notifications 
on punishment. Relevant departments at a higher level 
are to make a decision within 30 days after receiving a 
written application. Litigants who do not accept deci- 
sions made by reconsideration departments may file a 
lawsuit with people’s courts within 15 days after 
receiving the reconsideration decisior If those who are 
punished do not apply for reconsideration, do not file a 
lawsuit, and do not Carry out decisions on punishment, 
then according to the law, the departments meting out 
the punishment may apply to people's courts for forcible 
implementation. 


Article 22— Administrative departments in charge of 
information and publication, or administrative depart- 
ments in charge of culture responsible for the supervi- 
sion and management of these regulations at all levels, as 
well s the working personnel of these departments, are 
not to efMgage in the business of books, newspapers, and 
periodicals. Those who violate this and those who violate 
discipline while implementing these regulations are to be 
dealt with according to the relevant laws, decrees, and 
regulations of this province. Judicial departments are to 
investigate and affix criminal responsibility for viola- 
tions that Constitvic crime. 


Article 23—These regulations come into force on the 
date of their promulgation. 


Business at Guangzhou Harbor Sccs Record 
Growth 

OW0301133795 Beijing XINHUA in English 1253 
GMT 3 Jan 95 


{[FBIS Transcribed Text] Guangzhou, January 3 (XIN- 
HUA)— Guangzhou Harbor, a leading outlet in South 
China, witnessed a record business growth in 1994 
despite natural disasters and a sluggish market. 


The estimated freight handled during the whole year by 
the harbor, which is now under expansion, was 70.81 
million tons, an increase of 8.1 percent over the figure 
for 1993, overfulfilling the year’s target by 114.2 percent. 


Facing drops in orders and hit by a severe flood in the 
first half of the year, the port authorities had to take 
active measures to solicit clients. 


As a result, although the daily average of ships which 
berthed at the port dropped significantly, the volume of 
foreign freight and containers handled have been on the 
rise. In addition, bulk handling increased remarkably, 
port authorities said 


Five new berths at Xinshajian Port in the city, a key state 
project, went into full operation early in the year. Con- 
struction of the No.6 to No.10 berths at the same port 
started last June 


Efforts are now under way to solicit overseas investment 
and technology for the revamping of the container 
berths, the authorities revealed. 
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The ultimate target is to raise the handling capacity of 
the harbour to 100 million tons a year, the authorities 
said. 


Agents of Guangxi Minc Explosion Get Death 
Scatences 


HK0401093695 Nanning Guangxi People’s Radio 
Network in Mandarin 1130 GMT 26 Dec 94 


{[FBIS Translated Text] A serious explosion occurred on 
2 August this year in the dynamite warehouses of Ken- 
peng Mine in Shangchao Township, Huanxiang Maonan 
Nationality Autonomous County. Heavy casualties were 
caused by the explosion. Through the joint investiga- 
tions of the relevant departments, it was established that 
the explosion was deliberately caused by the three 
workers Luo Zhihua, Luo Haojie, and Luo Zhiqun in 
order to retaliate against their foreman. The manage- 
ment of the mining district was in a seriously disorderly 
condition, and this was another reason why such an 
explosion could cause such heavy casualties and tragic 
consequences. 


At present the criminals have been punished by the 
judicial organ according to law. Disciplinary action has 
also been taken against people who were blameworthy in 
the incident. 


On 2 August 1994, at 2350, 82 people were killed and 91 
were injured in an explosion in the dynamite warehouses 
of Kenpeng Mine in Shangchao Township, Huangjiang 
Maonan Nationality Autonomous Region. It has been 
found that the explosion was deliberately caused by 
workers Luo Zhihua, Luo Haojie, and Luo Zhiqun, who 
harbored deep grievances against their foreman Wang 
Yongrong, a contract undertaker of the mine. On 2 
August, at 2350, the three criminals took detonators and 
a blasting fuse to ignite two dynamite warehouses at the 
mine. The three criminals have now been sentenced to 
death by the Intermediate People’s Court of Hechi 
Prefecture in a first trial. Luo Xingyou, Luo Yongmei, 
Luo Xingyun, and Luo Zhisheng, who harbored the 
criminals, were sentenced to jail terms of between three 
and seven years. Manager of Kenpeng Mine Zeng Boxue, 
who bore principal responsibility for the occurrence of 
the vicious incident, and Huang Xinyuan, deputy man- 
ager of the mine, have been brought to justice. Party and 
administrative disciplinary action has been taken against 
both of them. Foremen Huang Yongrong, Luo Jigian, 
Luo Jidan, and Wang Zhenggiu were punished by the 
judicial organ according to public order regulations for 
their neglecting to take good care of the explosives. Yao 
Liangjiu, honorary manager of Kenpeng Mine, was 
expelled from the party and dismissed from the office of 
village magistrate. Serious warnings in the party and 
demotion in the administrative rankings were given to Li 
Chunyu. Disciplinary measures were also taken against 
the township, county, and prefectural officials who bore 
a certain responsibility for the incident. 


After the incident occurred, leading comrades in Hechi 
Prefecture and the investigation group sent by the 
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regional authorities immediately rushed to the spot, and 
organized rescue and investigations there. The State 
Council paid serious attention to the incident. Vice 
Premier Zou Jiahua gave important instructions on the 
investigation and handling of the incident. The Ministry 
of Labor and the Ministry of Agriculture dispatched 
responsible comrades to guide the work on the spot 
Through careful and painstaking efforts, treatment was 
given to the injured in good time, and proper funcral 
arrangements were made for the dead and sympathy 
given to their families. This guaranteed the stability of 
public order and livelihood in the local community. 


Prefecture Town, Township Entcrpriscs Scc 
Growth 

HK0401102995 Nanning Guangxi People’s Radio 
Network in Mandarin 1130 GMT 1 Jan 95 


{[FBIS Translated Text] Guilin Prefecture insists on 
treating the development of town and township enter- 
prises as the breakthrough point in promoting economic 
development, and in three years it has made great 
Strides. 


From January to November 1994, the business income 
of town and township enterprises across the prefecture 
exceeded 10 billion yuan and amounted to 11.2 billion 
yuan, up 123 percent over the same period of the 
previous year, or up more than 800 percent over that of 
1991—a growth rate that was the best among all other 
industries. As far as town and township enterprises were 
concerned, both the total industrial output value and the 
amount of taxes delivered to the state accounted for over 
65 percent of the whole prefecture’s total industrial 
output value and of the township-level financial revenue, 
thus becoming the main pillar of the national economy 


On 30 December 1994, the prefecture party commitice 
held a victory and commendation meeting to celebrate 
town and township enterprises’ achievement in carning 
over 10 bilhon yuan of business income, to conscicn- 
tiously sum up the results and experience, and to com- 
mend a number of economic collectives and advanced 
individuals that made outstanding contributions 


Henan Permits J cwish Economic Devclopmcnt 
District 

HKO301151895 Beijing ZHONGGUO XINWEN SHE 
in English 1414 GMT 3 Jan 9S 


[FBIS Transcribed Text] Kaifeng, January 3 (CNS)-— 
Kaifeng City of Henan Province and Jewish descendants 
here hope to make use of the relationship between the 
history of Kaifeng and the Jewish people to attract 
foreign investment. Recently, overseas Jewish merchants 
are often seen to come to Kaifeng to conduct inspection 
The Overseas Jewish Economic Development district 
has been also approved to be set up in this City 


A group of Jewish merchants from the Middle East 
traveled along the ancient Silk Road to come to Kaifeng 
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to settle down a thousand years ago. They set up a Jewish 
church which faced Jerusalem. They prayed in Hebrew 
language, observed the Jewish dict commandment and 
circumcised babies. Some residents now in Kaifeng say 
that they are not only Jewish descendants, but also truc 
Jewish. They demand the government to recognize them 
as a Minority nationality. 


Among the Jewish descendants in Kaifeng, some have 
been allowed to write “Jewish” in the part of “national- 
ity”’ on their identity card. The government of Kaifeng 
said that it would suppor their activities commemo- 
rating Jewish history and agreed to collect and keep the 
cultural relics of Jewish ancestors. But the State Nation- 
alities Affairs Commission said that there was no ade- 
quate evidence to prove Jewish as one of minority 
nationalities of China. 


Wuhan Punishes Scvcn Economic Criminals 


HK0301154295 Wuhan Hubei People’s Radio Network 
in Mandarin 1000 GMT 29 Dec 94 


{FBIS Translated Text] This afternoon, Wuhan City 
openly announced sentences en seven serious economic 
criminals. Zeng Fanyan, former chairman of the board 
of Hubei Accounting Development Company and a 
cadre at the level of deputy department head, was 
sentenced to death with two years’ reprieve by the 
Intermediate People’s Court of Wuhan City at the first 
trial after being found guilty of taking bribes. Li Heng, 
acting chief of the Accounting Section of the Xingchuan 
Office of the Hankou Branch of the Bank of China; Peng 
Yongtao, a bookkeeper of the same bank office; and 
Zhan Bigang, former manager of the clectric appliances 
department in Chuantang of Wuhan City, were sepa- 
rately sentenced to death or hfe imprisonment, and other 
cnminals were sentenced to life imprisonment or 18 
years imprisonment at the first trial for the crimes of 
corruption and embezzling public moncy 


Zeng Fanyan, 62, abused his official function of giving 
loans and making credit arrangements for other compa- 
nies between December 1992 and September 1993, and 
took bribes five times from business companies and 
hotels in Hubei and in Shenzhen. The bribes he received 
amounted toially to over 380,000 yuan. He used the ill- 
gotten money to buy stocks and private housing. After 
his crime was discovered, Zeng honestly confessed his 
cnminal acts and returned all the ill-gotten money 


Li Heng, Peng Yongtao, and Zhan Bigang collaborated 
in their criminal activities. They embezzled over 7.02 
million yuan of public money by means of cooking the 
accounting books of the bank between July 1991 and 
February 1992. By the end of the investigations of this 
case, they still could not return over 600,000 yuan of 
embezzled money. In accordance with the roles plaved 
by the three criminals and the seriousness of their 
crimes, the court senienced Li Heng and Zhan Bigang to 
death for the crime of corruption and embezzling public 
money, and sentenced Peng Yongtao to life imprison- 
ment 
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Before the meeting to announce the sentences, a respon- 
sible person of the Wuhan City CPC Committee gave an 
important speech on the issue of enforcing the law. 
Nearly 1,000 people, including cadres and workers from 
the work units of the criminals, attended the open court 
session. 


North Region 


*Challcnges Facing Private Schools in Beijing 
9SCM0048B Beijing ZHONGHUA DISAN CHANYE 
BAO in Chinese 17 Oct 94 p 3 


{Article by Zhong Xin (6945 2946): “Funding, Manage- 
ment, Sources of Students: Obstacles to Private 
Schools” 


|FBIS Translated Excerpt] By no means are all private 
schools operating smoothly. According to reports, there 
are some private schools which are close to shutting 
down. Generally speaking, private schools face cight 
types of difficulties: funding, land, system planning, 
school buildings, sources of students, teacher resources, 
management, and accreditation. Put more simply, nor- 
mally, private schools encounter with three major diffi- 
culties: funding, management and sources of students. 


The difficulties and probiems encountered by private 
primary and secondary schools and private and non- 
governmental universities in Beijing are very typical. 


Some private schools overlook the strict nature of edu- 
cation and begin instruction in a hurry, without scicn- 
tific verification or long-range planning, and later find 
that their funding is inadequate, which has an impact on 
the progress of normal instruction. There are also some 
schools with hollow reputations which only emphasize 
academic instruction and weaken social and moral edu- 
cation. In addition, there is a lack of clarity in the 
relatronship between the interests of the investors and 
the school administrators and loose management of the 
school The schools shirk responsibility by advising any 
student who runs into trouble or is difficult to control to 
drop out. This situation Causes parents to worry 


Many private schools in Beijing do not have their own 
school buildings. They rent public school buildings for 
symbolic fees 


Using high salaries to tempt teachers to switch jobs 
causes teachers’ values to lean towards material gain and 
IS not conducive to teachers concentrating on teaching 
Apart from high salaries, private schools currently are 
unable to guarantee other benefits, such as housing and 
health insurance. This causes turnover among teachers 


To save money, a few schools hire doctoral students with 
no teaching experience to teach classes or change small 
classes to large Classes to save teaching resources. Some 
even hire students who have flunked out to stay at the 
school and help oversee other students 
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Some non-governmental, private universities in Beijing 
have taken steps to solve their difficulties during the 
recruitment of students in mid-August. When all of the 
public universities recruited the next group of freshmen 
in August this year, the non-governmental, private uni- 
versitics in Beijing set up competitive registration and 
information stations on a street near Chinese People’s 
University to strive for sources of students. 


Some non-governmental universities run news articles 
about their schools to obtain widespread trust among the 
people. Some hang out color photographs of their stu- 
dents engaged in extra-curricular activities to display the 
clegance of their students in order to attract new students 
to enter their school. 


In contrast with the state-run universities which “take 
care of education, tuition, employment, and becoming a 
cadre,” the students of non-governmental, private uni- 
versities pay all of their own expenses and are not 
guaranteed employment placement upon graduation. In 
addition, the schools’ economic management uses inde- 
pendent accounting and is responsible for its own profits 
and losses. Therefore, the concerns of some 1994 high 
school graduates who did not get into a public university 
are whether a school record from a non-governmental, 
private school is recognized, whether the quality of the 
education is good, what kind of learning and living 
environment conditions a school has, and whether stu- 
dents of non-governmental, private schools have future 
careers. 


According to our understanding, students of non- 
governmental, private schools currently have three 
options to resolve the question of school records. The 
first is to have the school arrange for students to partic- 
ipate in the national unificd self-study university exam- 
inations. The second is to participate in the state orga- 
nized national higher education school record 
qualification examinations. The third is to participate in 
examinations held by the school with the permission of 
the State Education Commission, and then obtain a 
school record certificate issued by the school, which will 
be recognized by the national government 


The percentage of students at the Chinese Social Univer- 
Sity, a non-governmental university in Beijing, who 
obtain certificates through the national adult self-study 
examinations (the percentage who carn a passing score) 
is about 70, higher than the average certification rate 
throughout the city of Beijing (only about ten percent) 
The majors offered by the non-governmental universi- 
tics must follow the market, including such majors as the 
stock system, real estate, and futures. Majors with no 
potential for development are immediately eliminated 
The only relatively ideal employment for the graduates 
of these schools are internationally oriented economic 
enterprises or institutions 


Due to inadequate funding, learning and living condi- 
tions at non-governmental, private universities in Bei- 
jing are fairly poor and to a certain extent, limit the 
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development of non-governmental, private universitics. 
For example, although recruitment of students by non- 
governmental universities in Beijing this year appeared 
very active, the number of students actually recruited 
was not high 


Many students at non-governmental universities call 
themselves ascetic monks because the instructional facil- 
ites and the dormitories are often far apart, requiring a 
us ride of over one hour. If the students return to the 
dormitories at noon, they are tardy in the afternoon 
ip issage omitted] 


Beijing 1994 Industrial Devclopment Stcady 

QW 0301134795 Beijing XINHUA in English 1313 
GMT 3 Jan 95 

‘FBIS Transcribed Text] Beijing, January 3 (XIN- 
HUA)—The vear 1994 saw a rapid and sustained eco- 
nomic growth in industry in China's capital, with a total 
output value topping (11.2 billion yuan in the first 11 
months, a hefty 24.2 percent rise from the previous year 


According to officials of the Beijing Municipal Eco- 
nomic Commission, the growth rate was higher than the 
nation’s average and higher than the figures for 
Shanghai, the country’s biggest industrial center, and 
Tranjin 


They said that the city’s total output value in 1994 is 
expected to reach 121.5 billion yuan, an increase of 21.5 
percent over }993 


+ 


The erowth rate of economic returns continued to exceed 
hat of the total output value, the officials said 


In the tirst 1] months of last year, the local industrial 
sulput value was increased by 4.9 percent, but the 
growth rate of sales reached 9.6 percent, with profits and 
taxes topping 7.535 billion yuan, an increase of 21.9 


.* 
urs cf 
i 


ty the end of November the number of local enterprises 
ullering losses dropped to 120, with a reduction of 15.5 
percent trom the same period of the previous year, 
icoording to the officials 


According to them, the ratio of sales to production of the 
went up month by month in 1994, reaching 93.8 
nercent by the end of November 


i hey also predicted that the city’s total industrial exports 
ast vear are expected to hit 1S billion yuan-worth, a rise 
of 415 percent from 1993 


, 


The crty also added a total 120 foreign-funded joint 

Ntures in the past vear, involving nearly 1.6 billion 

S dollers. including overseas investment of S80 mii- 
US dollars 


Being Makes ‘Rapid Progress’ in Housing 
OWOS0107499S Bering XINHUA in English 0737 
GMT 4 Jan 98 


FBIS Transcribed Text] Peijing, January 4 (XIN- 
{LU A)— Bening has made rapid progress in increasing 
he number of housing units and impreving urban utili- 


t ‘ 
i 


FBIS-CHI-95-002 
4 January 1995 


According to statistics, the city begai construction of 
units with a combined floor space of 40 million square 
meters last year, an increase of 11 percent over the 
previous year, with more than one fourth of them 
completed so far 


Last year witnessed the building of 237 residential blocks 
with a total floor space of 14 million square meters, and 
expenditures of more than three billion yuan on recon- 
struction of okt residential quarters 


Altogether, 7,000 lower income houscholds living in 
substandard housing have moved into new buildings 
over the past vear 


In addition, Beijing expanded 1! of its roadways, built 
20 flyovers, 52 foot-bridges and a number of water, 
powcr, and gas facilities 


It has also installed 720,000-line program-tclephone 
exchanges and supplied an additional 120,000 house- 
holds with cooking gas 


Beijing has added 667 hectares of lawns, gardens, trees in 
a beautification Campaign, bringing its green coverage up 
to 31.36 percent 


Beijing Altracts Overscas-Funded Enterprises 
HK0301 152095 Beijing ZHONGGUO XINWEN SHE 
in English 1324 GMT 3 Jan 95 


|FBIS Transcribed Text] Beijing, January 3 (CNS)—A 
joint venture—the Beijing Whirlpool Snowflake Elec- 
trical Appliance Lid Co —was set up here recently, 
enabling the number of overseas- funded enterprises in 
this Chinese capital to reach 10,0000 


1994 saw a remarkable increase in number of transna- 
tional Companies and notable international consertia 
investing in Beijing. More than 20 of them are among the 
top SOO international transnational companies in the 
world. The foreign partner of the Beijing Whirlpool 
Snowflake Electrical Appliance is the biggest houschold 
electrical appliance producer in the worid—the Whirl- 
pool Company 


Beijing saw its introduction of foreign capital striking a 
record last vear Direct foreign investment wer 
amounted to USS 1.33 billion between Januan and 
November of 1994, 160 percent up over the same period 
of the year before and obviously higher than the average 
growth for the country 


Relevant departments argued that two important rea- 
sons for the great progress in absorbing foreign invest- 
ment by Beijing were the special advantage that Being 
had enjoved as a capital of China on the one hand and on 
the other hand, were cffective, practical and creative 
measures Beyying had adopted in .nis sector 
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Economist on Tianjin’s Huang Hai-Bo 
ai 

9SCE0066A Hong Kong CHING CHI TAO PAO 
[ECONOMIC REPORTER] in Chinese No 40, 

10 Oct 94 pp 22-23 


{FBIS Translated Text] In step with the non-stop exten- 
sion of China's opening up and the development o/ the 
Bo Hai and Huang Hai economic area, that area has 
become the third great economic hot spot. However, the 
status, role and future of Tianjin in the midst of this 
area's economic expansion has solicited the attention of 
people both in China and abroad. Renown Nankai 
University economic scholar Professor Gu Shutang com- 
ments on his perspective. 


East Asian Development and the Bo Hai-Huang Hai 


In Gs Shutang’s opinion, if one is to understand Tian- 
jin’s future development, one must begin by considering 
the East Asian region, especially the region along the Bo 
Hai and the Huang Hai. Since the 1980's the world 
economy has been stuck in a low speed cycle, while the 
East Asian area as a whole has maintained a trend of 
high speed growth. From 1983 to 1992, among the top 
ten nations and areas showing economic growth, eight of 
them were situated in East Asia; those were, in order, 
China, Korea, Thailand, Taiwan, Singapore, Malaysia, 
Hong Kong and Indonesia 


Economists have already noted that a belt of relatively 
integrated new industries and cities has been formed in 
the East Asian region. Its main economic characteristics 
are. fast economic growth, swifily changing industnal 
structure, wide scale connections with the world 
economy, constantly shifting internal connections. How- 
ever, the major portion of China that is considered part 
of the East Asian region is taken to mean four relatively 
independent and spatially separated areas along the 
China coast, that is, the region along the Huang Hai and 
the Bo Hai, the Chang Jiang delta, the southern Fujian 
area (including Taiwan), and the Pearl River Delta, 
(including Hong Kong) 


As East Asia develops, the status of this area will appear 
ever more important, and will of necessity produce a 
pull-along effect upon the regional econy»mic develop- 
ment of the hinterland areas, and strongly swell the tide 
of the Chinese economy. However, over the past dozen 
or so years, there have been obvious differences in the 
economic development of these four regions. The Pear! 
River Delta has depended on the superiority of Hong 
Kong to maintain an annual 14 percent rate of economic 
growth over the past 14 years and has basically com- 
pleted a transition from a traditional economic structure 
to a market cconomy structure and from an introverted 
to an extroverted economy. However, the Bo Hai region 
(with the exception of Shandong Province) has not only 
seen a slow economic growth, but its progress in reform 
and opening up has lagged behind that of the Pearl delta. 
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The Chang Jiang delta and the southern Fujian region 
fall somewhere between these two with regard to cco- 
nomic development, reform and opening up. 


The Bo Hai, H Hai Region: Motor of North 
China's Sesnemnts Dovtapenat 

The Bo Hai, Huang Hai region ‘ncludes ihe four [sic] 
pro. inces and two cities of Liaon ‘ng, Shandong, Shanxi, 
Beijing, Tianjin, an area of 670,000 square kilometers 
and a population of about 250 million. A reasonable 
economic hinterland could include the entire North East 
and North China as well as part of the North West 
region. It is one of China's most economically four- 


ishing regions. Currently, its average gross national 
output is four times the national level. 


The social labor productivity rate is 14 times the 
national average, The handling capacity of its major 
ports represents 38.3 percent of the national total. The 
area is rich in natural resources, has the greatest concen- 
trations of iron ore in the nation, encompasses the 
Liaohe, Dagang and Shengli oil ficids, and Shanxi has 
nation’s largest coal industry. In addition, here is where 
China's greatest research and developmeni strengths lic 
and where the heavy industrial base is most solid. From 
the aspect of East Asian geography, the Bo Hai-Huang 
Hai region looks directly across the sea to Japan and 
Korea, and could create a comparatively integrated 
economic region with them: it should be the ideal 
investment area for Japanese, Korean and other global 
type international Corporations, it is one of the areas in 
China having the most potential for economic growth 


Objectively analyzing the reasons for this area's lagging 
economic development, I think it is mainly for the 
following reasons. One major factor is having heavy 
industry as the main elemeni of the industrial structure, 
this does not facilitate the rapid change to an outwardly 
oriented economy, even more important, it suffers the 
greatest strictness of the traditional structures. In addi- 
tion to this, the various local governments within the 
region are protective of local interests, each goes its own 
way; there is a lack of mutual cooperation, low level 
duplicative investments, excessive Competition between 
localities, and these are directly related to the Central 
Government's policies in selecting the areas for reform 
and opening up. I believe that the reform and opening up 
has been an obvious success in the Pear) River delta and 
while the Chang Jiang delta has likewise achieved out- 
Standing progress, the time is already ripe for the Bo 
Hai-Huang Hai region to make some greater moves in 
reform and opening up. They should work harder at 
exploiting and developing, so as to promote the devel- 
opment of the economy of the whole North China 
region 


A huge metropolis like Tianjin should plav an inimitable 
major role impacting the entire North Lust and all of 
East Asia. Gu Shutang believes that when you look at 
Tianjin as being in the center of the Bo Hai-Huang Hai 
region, its role and its potential become quite clear 
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The Experience of Regional Economic Development 

In the process of modern regional economic develop- 
ment, the question which should clicit attention is that of 
the city which will initially form the core of the area 
within the region in question, making sure that informa- 
tion is widely diffused, resources are appropriatcly 
deployed, and that there is a capacity for technological 
creativity and large scale financing with which to spur 
the surrounding areas to realize an integrated develop- 
ment. Take Japan for example, since the oi! crisis, when 
undertaking adjustments in the industrial structure, they 
also completed adjustments in the urban systems and 
functional structures within the whole area of the Japa- 
nese archipelago, causing the corporate headquarters of 
Japanese and other international companies, the head- 
quarters of major financial institutions, the research and 
development structures volved in toch ological cre- 
ativity to move to and concentrate in the Tokyo area. 
This quickly made Tokyo one of the most widely pow- 
erful centers of trade, finance, technological creativity 
and communications in the East Asian region and even 
the world: it became a highly integrated Japanese eco- 
nomic network with metropolitan Tokyo as its core. In 
reality, as was the case with Tokyo, it is a common 
phenomenon in the East Asian economic region for the 
effect of the realignment in a city’s functional role to be 
given full play. Hong Kong is an East Asian and a world 
center for commerce, finance and information and has 
an incalculable effect on the Pearl River delta’s 
becoming, in such a short time, the comparatively 
mature operational model of a socialist market economic 
system. Before Pudong was opened up, the Chang Jiang 
delta was the region with the greatest economic develop- 
ment strength in the country, cwite similar to today's Bo 
Hai-Huang Hai region However, after Pudong was 
opened up, Shanghai city again took the road to devel- 
opment, becoming an international metropolis, pro- 
viding a Major opportunity for the Chang Jiang delta and 
the entire Chang Jiang basin economic region to open to 
the whele world [It thereby enhanced the condensation 
factors, Causing the traditional regional economic rela- 
tions of mutual isolation and administrative friction to 
turn towards the development process of consciously 
using Shanghai as the core city. It 1s obvious that the next 
major step in reform and opening up for the Bo Hai- 
Huang Hai region is that it should gradually form core 
cities which possess strong capital accommodation, 
information transmission, creative technology and 
external trade capabilities, that is, a belt of international 
metropolises 


Acceicrat jin’s Transformat 
a Soe a ion into an 


Gu Shutang said by this time most of China's economic 
scholars have realized that the Beijing-Tianjin metropol- 
itan axis has the greatest potential for becoming the 
nation’s Most active international metropolitan corridor 
in the East Asia region. Looked at from the angle of 
geographic positioning, the two cities situated in the 
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central section of the Bo Hai-Huang Hai belt possess the 
nation’s most developed air, land and sca communica- 
tion networks. Historically Tianjin has been the largest 
commercial and industria] center in North China open 
to the outside work). Tianjin Port is Beijing's finest 
access to the sca, caly 100 or so kilometers away. In an 
overall conceptualizciion, China should take Bening and 
Tianjin as the core area following the opening of Pudong, 
and set in motion a new tide of opening to the outside, 
with North China as the core area. As quickly as possible 
iney should link up with the economic development of 
the East Asia region. The basic content of this idea is: 
promotion of the division of labor and the cooperation 
of Beijing and Tianjit, , vigorously developing the serv ice 
industries of commer: ec, finance, information and tech- 
nological developmer. Using the establishment of large 
com mercial trade conters, financial centers and techno- 
logical development centers as the main draw, entices 
many more global trans-national corporations to sct up 
branches in the Beijing-Tianjin regon and then, using 
these as the basis, this forms the integrated commedity, 
capital, information and technology collection and dis- 
tribution hubs for the region. Shandong'’s economic 
take-off, to a great degree depended upon the formation 
of a Qingdao-Jinan industrial and metropolitan axis 
formed by the linkage of the area along the Jiaonan- 
Jinan railway line, the Shenyang-Dalian industnal and 
metropolnan axis formed along the Shenyang-Dalian 
line also pleys a major role in the economic development 
of Liaoning Province. However, whether we look at it 
from the angle of geographic positioning or from latent 
economic effectiveness, these two industrial and metro- 
politan axes would have difficulty becoming the core 
cities powermg the cconomic takeoff of the entire Bo 
Hai-Huanghai region. On the other hand, at the same 
tume that Beijing and Tianjin are developing their mode! 
transform ation, these other two secondary level indus- 
trial and metropolitan axes should be given preferential 
policies so as to create a coordinated development pos- 
ture, with Beijing-Tianjin as the core The two secondary 
city axes would be the wings, and Driug in even more 
foreign investment, especially direct investment, to 
accelerate the reform of the traditional industries and 
develop new industries. Ample consideration should 
especially be given to some of the well known American, 
Japanese and Korean large international corporations 
which produce the latest electronic industrial products 
and which are curreotly spreading their technology and 
products rapidly into the East Asian industrial belt. We 
must maxe full use of the superioritics of the geography, 
position, manpower and resources of the Bo Hai-Huar + 
Hai region, gradually complete the readjustment of 
industrial structure, and increase its overall economic 
strength so as to spur on the economic growth of the 
hinterlands. At present the ten largest clectrone corpo- 
rations, such as Motorola, ITT, IBM, and AST in 
America and Japan's Yamaha, Canon, Sciko Epson, 
NEC, and Samsong from Korea have all located in 
Tianjin, and are operating quite well Of these, AST is 
becoming China's largest joint investment producer of 
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computers, and will have a far reaching effect upon the 
development of the clec.ronics industry in the North 
East region 


Once the Beijing-Tianjin axis is able, with the support of 
reform and opening up policies, \o begin the transforma- 
tion into an international metropolis, within a short 
period of time its economic development will produce 
global effects in no way inferior to those of Pudong, and 
will play a direct role stimulating the prosperous eco- 
nomic situation which will be created along the Bo 
Hai-Huang Hai coast. In the long term I believe this area 
definitely has the potential to become a great interna- 
tional metropolis in the East Asia bel of international 
industrial cities ranking with Tokyo, Seoul, Shanghai 
and Hong Kong-Guangz hou 


Northeast Region 


Liaoning’s Spec: Zoncs Play Important 
Economic Rolc 

OW040111389S Being XINHUA in English 0936 
GMT 4 Jan 9S 


(\FBIS Transcribed Text] Shenyang, January 4 (XIN- 
HUA)— Economic and technology development zones in 
Liaoning Province, in northeast China, have begun to 
play their role in local economic uplift 


This heavy industrial base has sect up 25 development 
rones under state and provincial administration of 
under cities’ jurisdiction since 1984, when mt built the 
first such zone in Dalian, one of China's 14 open coastal 
cities 


The development zones cover a total of 75.8 square 
kilometers, and have invested $76 billion yuan in 
building infrastructural facilites By the end of last vear, 
they were home to 2,103 foreign-funded projects 
invelving forcign investments totalling 6 64 billion US 
dollars 


A tocal official said th censtruction of coonemoec and 
tcc hnolog development zones has played an im portant 
role in helping ‘he province to open wider to the outside 
world 


*issucs of Liaoning Bankrupt Enterprises 
9SCEOIS6OA Shenvang LIAONING RIBAD in Chinese 
17, 19 Now 04 


|Article by staff reporter Li Dahong (2621 1129 3163) 

Bankrupt Personnel, Who Will Find a Place for You—a 
Sutmect Difficuk To Draw Out From Enterprise Bank. 
rupicies | 


[17 Nov 94 p 2] 


IFBIS Translated Text] Liaoning once took the lead 

China in effecting ban’. uptcy for enterprises ¥ in 
serious losses. However, as of now, in effecting ban- 
ruptcy for enterprises that have scrious losses and that o« 
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not pay their debts, it is difficult to expand from point to 
area. In the first half ef this year, the provincial govern- 
ment, in order to iriprove the state-owned large- and 
medium-sized enterp ises, planned to effect bankruptcy 
for 10 state-owned la_ge- and medium-sized enterprises 
that had a total of more than 500 million yuan in assets 
and a total of more than 800 million yuan in debts 
However, more than four months have passed, and this 
highly dynamic reform measure, strictly speaking, has 
still not produced results 


Normally speaking, in China Liaoning was the fore- 
runner in effecting bankruptcy for enterprises, and in the 
practice of this reform it should be said to have accumu- 
lated certain experiences. Then, in the actual operation 
of the new round of enterprise bankruptcies, why is there 
one difficulty after another” 


We understand the principle of “deploying troops in 
such a way as to leave no room for mancuver or route of 
escape so that the soldiers will fight for their dear lives 
out of desperation and eventually win the battle,” but is 
it that casy to let an enterprise “dic”? In fact, we have 
broken to pieces a shackle, but we have no choice but to 
immediately and covertly repair this same shackle. In 
forging abead from “death” to “hfe,” on the way there is 
a difficult distance to travel 


The practice of effecting bankruptcy tells us this. By the 
end of June, Liaoning had effected bankruptcy for 50 
small- and medium-sized enterprises that could not pay 
their debts on time, that were seriously in dem, or that 
had no hope of making up their defixits Even if out 
government depariments at all levels have handled fairly 
well the reform, development, and stability of their own 
relationships with enterprise bankruptcy, in fact the 
government paid enormous price for this. The results of 
enteprise bankruptcy have put ihe government in an 
extremely awkward position 


One of the difficult problems encountered by enterprise 
bankruptcy is how to find places for personnel. From a 
look at the SO enterprises that have been made bankrupt in 
the province, we see that 7,800 staff and workers in them 
have omained places Although this figure is very con- 
soling, if we understand that before placing 7,000 of them 
the government did a lot of work and took a lot of pains, 
we would not smile. It may be said hat, without the 
government's hard work, with regard solely to finding 
places for personnel, enterprises that should have been 
made bankrum could not have been made bar krupt 


Theoretically speaking, enterprise bankruptcy should an 
enterprise action or a social action. In the course of 
market Competiteen, an enterprise with serious losses 
that docs not pay its debts should declare bankruptcy 
This is a necessity for development under the laws of 
economics. The questica now is: when an enterprise goes 
bankrupt, what will its staff and workers do? With regard 
to an enterprise that has already gone bankrupt, its staff 
and workers should themscives seck employment, or 
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have the social insurance department provide corre- 
sponding emergency aid funds, so there should be no 
reason for the government to arrange new work posts. 
However, in line with this train of thought, effecting 
bankruptcy for enterprises fundamentally will not do. 


Almost all staff and workers of a bankrupt enterprise are 
like tnis: if the government doesn’t find new jobs for us, 
we won’t leave the enterprise; and also if the new work 
posts it finds for us are unsuitable, we won't go. An 
enterprise in Fushun that had declared bankruptcy, for 
the sole reason that new jobs were not found for its staff 
and workers, had difficulty in really going bankrupt. The 
government had to step forward and look for new posts 
for the staff and workers. But the staff and workers were 
unappreciative. With regard to the new work posts, they 
“picked the fat or chose the lean” —chose whatever was 
to their own personal advantage. If they were dissatis- 
fied, they would not go to the new posts. The government 
had to make a tremendous effort before the staff and 
workers were satisfied with their new placements, and 
only at that time did the enterprise really go bankrupt, a 
bankruptcy that had already lost its true significance. 


In the 50 enterprises that Liaoning effected bankruptcy 
for, there were both state-owned enterprises and collec- 
tive enterprises. But, no matter what type of enterprise 
they were, for 90 percent of them the government had to 
step forward to place their staff and workers in new jobs. 
Without the government’s direct intervention, it would 
have been impossible for any enterprise to really go 
bankrupt. 


Of course, in the new stage in which the market economy 
has not yet grown to maturity, effecting bankruptcy for 
an enterprise that has no hope of making up its deficits 
requires government intervention, requires the govern- 
ment, with administrative measures, to solve the 
problem of finding livelihoods for its staff and workers. 
However, if for an enterprise in the process of going 
bankrupt the government plays the role of a collection 
post and all of the staff and workers need the government 
to arrange new employment for them, then that enter- 
prise’s bankruptcy is a bankruptcy in form only. 


Enterprise bankruptcy is a normal phenomenon in a 
market economy, is an important way by which an 
enterprise can be regenerated and achieve an optimum 
disposition of its product mix, labor organizational 
Structure, production important element mix, and 
resources. Then, why don’t the staff and workers of a 
bankrupt enterprise understand this? 


The view of a responsible person of the provincial 
bankruptcy leading group on this question is: In China 
an enterprise is a society, and the staff and workers’ 
needs in housing, welfare, children’s schooling and 
employment are met by the enterprise. Many of our 
current problems stem from the fact that labor insur- 
ance, unemployment insurance, occupation insurance, 
and old-age insurance do not form a complete set with 
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enterprise bankruptcy. When an enterprise goes bank- 
rupt its staff and workers lose their life support, and 
naturally they have a negative attitude toward bank- 


ruptcy. 


This is an important reason for the difficulty in effecting 
enterprise bankruptcy. Staff and workers who have 
worked in an enterprise for over 10 years, and even 
several decades, no longer can depend on the enterprise 
for their livelihood, and not all of them have the skills to 
engage in trade or business, or to seek new employment. 
Under present conditions, they can only pin their hopes 
on the government’s placing them in new jobs. An 
organizational cadre who had done administrrative work 
in an enterprise for 25 years, after his enterprise’s 
bankruptcy, said: With the enterprise’s losses reaching 
this extent, we approved its bankruptcy, but what will 
our staff and workers without strong points do? If the 
government doesn’t place them in new jobs, what unit 
will be willing to take them? 


Like ali reform measures, effecting the bankruptcy of 
enterprises with serious losses is a complicated piece of 
work. The effecting of an enterprise bankruptcy involves 
very many things; particularly after the staff and workers 
become unemployed, a certain amount of emergency relief 
funds need to be provided to them, or a new employment 
opportunity needs to be provided to them. But at present 
our social security system, which is not yet perfected, 
fundamentally does not have the capability to do this kind 
of thing well. For example, the problem of funds cannot be 
solved. The enterprise only pays the cost of labor and old 
age insurance for its staff and workers. However, no 
enterprise scheduled for bankruptcy goes bankrupt over 
night. When an enterprise experiences a fairly long period 
of losses, it is difficult for the enterprise to continue to pay 
the wages of staff and workers and to give them bonuses, 
and it is out of the question to insure them. Without 
insurance, of course, it is impossible to draw insurance 
funds from insurance departments. The social security 
system has not grown to maturity, and it does not form a 
complete set with enterprise reform; this is bound to cause 
for enterprise bankruptcy a situation of “great difficulty in 
walking.” This is like reservoir sluicing, which must have 
an unblocked river course to admit the surging flow; 
otherwise, who would dare open the sluice gate to draw off 
the water? 


If the problem of people is not solved, there will be one 
difficulty after another in effecting enterprise bank- 
ruptcy. Viewed in this light, effecting enterprise bank- 
ruptcy cannot depend solely on the enterprise’s own 
strength; it needs a good, perfected social environment to 
be its foundation, so that a bankrupt enterprise can “die”’ 
smoothly and regenerate rapidly. This poses a question 
to our government: can it let this bankrupt enterprise go 
bankrupt smoothly? The key is whether it can first clear 
away peripheral obstacles. Labor personnel, social insur- 
ance, and other departments related to enterprise bank- 
ruptcy must, as fast as possible, set up and perfect related 
rules and regulations that form a complete set with 
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enterprise bankruptcy. In storing up water, store it up 
well; and in drawing off water, draw it off at the right 
time—this is the key to solving the problem. 


[19 Now 94 p 2] 


[Article by staff reporter Li Dahong: “Erosion of Assets, 
Who Will Bear Responsibility for Debts—a Subject 
Difficult To Draw Out From Enterprise Bankruptcy”’] 


[FBIS Translated Text] Should bankruptcy be effected 
for enterprises that have no hope of making up their 
deficits, that are seriously in debt, and that cannot pay 
their debts on time? Viewed from the angle of being 
advantageous to the development of the economy, and 
being advantageous to the setting up of market compet- 
itive mechanisms that exemplify the principle of the 
survival of the fittest, the answer is in the affirmative. 


However, this affirmative answer cannot conceal a series 
of problems revealed in the process of effecting enter- 
prise bankruptcy. From a look at the actual situation in 
Liaoning now in which bankruptcy has been effected for 
50 enterprises, we see that the most prominent problem 
is how to resolve the matter of debts. The total assets of 
these 50 enterprises, including cash, were 71 million 
yuan, their debts were as high as 156 million yuan, their 
asset debt rate was 220 percent, and the debt payment 
rate of the great majority of them was below 10 percent. 
It was precisely in them that state-owned assets suffered 
an enormons erosion. 


A responsible comrade of the provincial bankruptcy 
leading group noted that in enterprise bankrupicy, 
regardless of whether the bankruptcy goes forward or 
not, it is the state that loses. This observation is not 
without some truth. From a look at the situation of 
enterprises in Liaoning that have already declared bank- 
ruptcy, we see that bank loans account for about 50 
percent of enterprise debt. When an enterprise goes 
bankrupt, the biggest creditor is the state bank. There- 
fore, in the bankruptcy of a state-owned enterprise the 
bank’s credit assets suffer the greatest losses, which 
means the state-owned assets. After the Beipiao City 
General Knitting Mill went bankrupt, in line with the 
relevant stipulations on bankruptcy debt clearing, its 
debts were legally cleared off. Of the bank’s 5.283 
million yuan in loans, plus the paying of debts with 
assets, only 4.223 million yuan were cleared off and the 
loss was 2.06 million yuan. 


All problems of this kind that have appeared are directly 
related to the bank’s loan system. To prevent the loss of 
credit funds, all specialist banks in recent yers have made 
mortgage loans and economic guarantee loans. The loans 
of many bankrupt enterprises were obtained as mort- 
gages on the greater part, and even all, of the assets of an 
enterprise. But, in line with the stipulations of the “Law 
of Bankruptcy,” “property made a guarantee is not 
bankrupt property.”’ This being the case, many bankrupt 
enterprises actually did not have the assets to go bank- 
rupt. Even if on the surface it looked as if an enterprise 
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had “died,” actually wht suffered the loss was the state’s 
assets. Although some enterprises can pay debts in kind, 
because their equipment is obsolete and aging it does not 
have the slightest use value, and because it is quite 
difficult to sell special-use equipment, it is convert 
material assets into cash, with the result that the state’s 
assets still suffer losses. When a beverage company in 
Chaoyang went bankrupt, it owed a bank 4.324 million 
yuan in loans. A court ruled that the debt be paid with 
more than 50 mu of land and 210 tons of Shanji wine. 
Because these goods in kind were difficult to convert into 
cash, after the bank received them it had to assign people 
to guard them. As of now the matter has not yet been 
settled, and the annual guard fee is 24,000 yuan. 


Precisely because of this, if an enterprise wants to go 
bankrupt the first one to oppose the bankruptcy is a 
bank. We cannot blame the banks, because they cannot 
look on passively while a large number of state assets are 
eroded to no purpose. The government, which represents 
the state’s interests, must first consider minimizing the 
losses of state assets, after which it can effect enterprise 
bankruptcy. All sorts of factors make it difficult for 
enterprises that should go bankrupt to do so. Just 
because it was slow in clearing off its debts, a bankrupt 
enterprise could not settle its bankruptcy; and a court 
heard the enterprise’s case, it put off the final stage of 
settlement for five years. 


Money has become an important factor affecting enter- 
prise bankruptcy. Without money, after an enterprise 
goes bankrupt there is nobody to pay off its state loans; 
without money, there is no place to get the large amount 
of funds needed for an enterprise bankruptcy. At present 
it is impossible for a bank to solve the problem of the 
dissipation of its funds for bad debts. Liaoning now has 
only 90 million yuan in backup funds for bad debts, and 
a State-owned enterprise in Shenyang that needs to go 
bankrupt owes as much as 1380 million yuan in bank 
loans. Who can pay such a big debt? 


Not to mention the fact that when an enterprise goes 
bankrupt and there is no one to pay its debts, where will 
the state go to recover its eroded assets? 


When an enterprise does not go bankrupt, it is the state 
that takes the loss; if an enterprise does go bankrupt, it is 
also the state that takes the loss. On the surface it looks 
as if the state really takes a big loss when an enterprise 
goes bankrupt, but, after analyzing the essence of some 
issues, it was not difficult for us to discover that this is a 
case of the state adopting the strategy of “there is pain 
whether it is early or late, and late pain is not as good as 
early pain.” In terms of economic interests, the loss 
sustained by the state is cnormous. For example, into a 
losing medium-sized enterprise the state every month 
puts more than a million yuan for staff and worker 
wages. If coal, water, electricity, and other materials are 
figures in the calculation, the state’s loss in funds to no 
purpose is even more alarming. 


Therefore, we say that, proceeding from the angle of 
developing the economy, setting up market competitive 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


4 REGIONAL AFFAIRS 


mechanisms, and establishing a modernized enterprise 
administration and management system, it is imperative 
to effect enterprise bankruptcy. Of course, setting up an 
enterprise bankruptcy system and promoting enterprise 
bankruptcy is a wide-ranging task that has a strong policy 
nature and a high degree of difficulty. Especially when 
State-owned large and medium-sized enterprises go bank- 
rupt, a huge problem is posed for state-owned assets 
insurance. Therefore, it is obviously of extreme impor- 
tance to perfect the bankruptcy mechanisms and to 
strengthen the management of state-owned assets in bank- 
rupt enterprises. The key to doing this task well is to solve, 
in a focused manner, several top-priority problems. 


We must, as fast as possible, set up and perfect property 
rights transactions markets, and improve the capability 
to convert the assets of bankrupt enterprises into cash. 
An effective way to handle the assets of bankrupt enter- 
prises in line with market regulations is to develop 
intermediary organizations; set up special operation 
companies; and engage in the auctioning off of the assets 
of bankrupt enterprises after they have been purchased, 
reorganized, and transferred. If various kinds of funds 
owners Can invest in property rights transactions mar- 
kets and purchase bankrupt enterprises, then the appro- 
priate circulation of the assets of bankrupt enterprises 
can be promoted. 


We must, through many channels, solve the problem of 
the loss of creditor rights during enterprise bankruptcy 
and reduce the erosion of state-owned assets. The view of 
authoritative figures in financial departments on this 
problem is: raise the proportion of backup funds for 
irrecoverable loans and backup funds for bad debts, 
transfer to lower levels the jurisdiction for examination 
and approval, and simplify the procedures for examina- 
tion and approval; when handling the capital and goods 
of bankrupt enterprises by the method of buying the 
entire lot, with regard to that part of the dedbts that have 
not been paid off after the bank paid debts in accord with 
the payoff rate, the bank may be permitted to transfer 
them to the buyer as stock rights; when there is a loss in 
creditor rights during an enterprise bankruptcy, the 
value of backup funds for irrecoverable loans that the 
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bank draws out in proportion and the part that is in 
excess may correspondingly reduce the profits that the 
bank must turn over to the higher authorities. 


Avery important link is how banks check out good loans. 
The key to handling this problem well is to have a 
standard loan and mortgage system, and, with an inter- 
mediary organization providing the proff, stop for once 
and all duplicative mortgages. To solve the problem of 
the erosion of state-owned assets, the total amount of an 
enterprise’s loans, capital and goods, and mortgages are 
to be take out in line with a certain propcrtion of the 
enterprise’s total assets in order to make sure that after 
the enterprise goes bankrupt it will have a certain capa- 
bility to pay its debts. 


Of course, we cannot solely from the angle of business 
treat the series of problems revealed by enterprise bank- 
ruptcy. What is important is to grasp the turning point in 
enterprise bankruptcy, improve the structure and distri- 
bution of state-owned asset resources, promote the 
adjustment of the industrial structure, and optimize the 
disposition of resources. The most fundamental purpose 
of the bankruptcy of a state-owned enterprise is to “first 
die and afterward live,” and the ways of “living” should 
be varied. Although a large state-owned enterprise in 
Shenyang was unable to pay its debts and was on the 
verge of bankruptcy, part of its equipment was 
advanced, the technological content of its products was 
high, and the enteprise was in the forefront of the same 
kind of industrial enterprises in China. With regard to 
effecting bankruptcy for this kind of enterprise, if a 
certain product mix adjustment fund is put into it, there 
is a possiblity that this infusion will cause the enterprise 
to return to production and operation, taking on a new 
life. 


In brief, there is a reason for the difficulty in enterprise 
bankruptcy. The series of problems that it reveals is a 
precipitate of the old economic system, and also is a 
reality in the process of establishing a market economy 
system that we cannot evade. But, no matter how great 
the difficulty, in the end we will be creative amid change. 
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Officials Report ‘Indirect’ Trade Increases 
HK0301074795 Beijing CHINA DAILY in English 
3 Jan 95 pl 


[By Li Yan: “Mainland, Taiwan Indirect Trade Rises’’} 


{[FBIS Transcribed Text] Indirect trade between the 
mainland and Taiwan rose again last year, as new 
investments continued to flow to the mainland from the 
island, trade officials in Beijing say. 


Taiwan has become one of the largest importers of 
mainland goods, while the mainland has become the 
third largest market for Taiwan exports, according to 
officials with the Taiwan, Hong Kong and Macao 
Department of the Ministry of Foreign Trade and Eco- 
nomic Co-operation. 


Last year, Taiwan ranked second to Hong Kong in 
amount of investment in the mainland. 


Bilateral indirect trade value hit $12.3 billion in the first 
10 months of last year, up 15.8 per cent from the same 
period of 1993, with a trade surplus of $9.1 billion in 
Taiwan’s favour. 


The latest trade figure includes $10.7 billion in imports 
from Taiwan—an 11.5 per cent increase from the pre- 
vious year-and $1.6 billion of exports from the main- 
land, a 54.9 per cent jump from the year-earlier period. 


Indirect trade for the whole year is expected to hit a 
record $15 billion compared with $14.4 billion for 1993. 


Taiwan’s restrictions on imports from the mainland 
eased last year, allowing 622 more semi-finished prod- 
ucts to enter Taiwan’s market. More than 2,000 such 
products have so far entered the island. 


The mainland’s exports of power batteries increased by 
50 times from the previous year. Exports of coal, non- 
metallic minerals, electrical power equipment and tradi- 
tional Chinese medicine also rose. 


A total of 4,656 enterprises funded by Taiwan investors 
got licences to operate in the first nine months of last 
year. They brought in $3 billion of investment, up 61.3 
per cent from the corresponding period of the previous 
year. 


PRC MEDIA ON TAIWAN AFFAIRS 


95 


But experts said that due to political reasons, the number 
of Taiwan-funded projects and pledged investment 
declined compared with the previous year. 


The decrease also resulted from the “‘south-oriented”’ 
policy by which the Taiwan authorities sought-to direct 
Taiwanese investment to-some Southeast Asian coun- 
tries, instead of the mainland. 


A survey of Taiwan industrialists and business people 
showed that nearly half of them are interested in 
investing in the mainland. 


Some 60 per cent of Taiwan’s large enterprises have 
come to the mainland to get first-hand knowledge about 
market potential and investment climate. 


Taiwan Economic Devclopmcat Socicty 
Inaugurated 

OW0201095895 Beijing XINHUA Domestic Service in 
Chinese 0409 GMT 21 Dec 94 


[By reporters Chen Jianshan (7115 1696 1475) and Yu 
Yuan (0060 6678)] 


{[FBIS Translated Text] Shenyang, 21 Dec (XINHUA)— 
The Society for Promoting Liaoning-Taiwan Economic 
Development was founded here on 20 December. Gao 
Guozhu, Liaoning’s vice governor, serves as its 
chairman. 


This nongovernmental organization was established at 
the initiative of the Liaoning Provincial Government 
Taiwan Affairs Office. Its goal is to promote economic 
development on both sides of the Taiwan Strait, ensure 
the legitimate rights of Taiwan enterprises which have 
invested in Liaoning, and accelerate economic coopera- 
tion and exchanges between the two areas. 


It is understood that members of the organization come 
from Taiwan enterprises which have invested in Lia- 
oning Province, state-owned large and medium-sized 
enterprises, and Liaoning provincial organizations and 
research departments. 


It is learned that this nongovernmental organization is 
the first of its kind in the nation. 
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Taipei Expected To Join GATT in Junc 
OW0401022395 Taipei CNA in English 0136 GMT 4 
Jan 95 


[By Debbie Kuo] 


[FBIS Transcribed Text] Taipei, Jan. 3 (CNA)— Taiwan 
is expected to become a full member of the General 
Agreement on Tariffs and Trade (GATT) in June if all 
goes smoothly, a trade official said Tuesday [3 January]. 


GATT, which was officially superseded by the World 
Trade Organization (WTO) on Jan. 1, will maintain 
most of its functions and operations for two years, 
according to Lin Yi-fu, newly appointed director of the 
Board of Foreign Trade (BOFT). 


Taiwan, currently a GATT observer, is set to join GATT 
before June after it settles tariff-concession negotiations 
with 25 GATT contracting parties and completes a 
legislative revision of its foreign trade regime, Lin said. 


In a bid to join the world trade regulatory body, Taiwan 
has conducted 84 rounds of trade negotiations with 25 
countries since October 1992. GATT headquarters, 
meanwhile, has held seven working-party meetings 
exclusively to screen Taiwan’s membership application. 


While the eighth meeting on Taiwan’s membership is 
slated for February, a Taiwan GATT accession protocol 
has just begun to be drafted by the GATT working party, 
further accelerating Taiwan’s progress toward member- 
ship. 


Meanwhile, the Council of Agriculture (COA) 
announced Tuesday that tariffs on a number of agricul- 
tural products, including various fruits and vegetables, 
juice, honey, and deer antlers, will be slashed to below 35 
percent over a period of six years. Currently, tariffs on 
those products are between 40 and 50 percent, COA 
officials said. 


As part of its efforts to gain GATT entry, Taiwan has 
continuously cut tariffs on imports of industrial and 
agricultural products. Tariff and nontariff negotiations 
with GATT contracting parties on imports of chicken, 
mackerel, squid,ted before bilateral agreements with 
those countries are reached, Lin added. 


Taiwan's original goal to gain GATT entry by the end of 
1994 has been moved back again and again because of 
scheduling conflicts in bilateral negotiations 


Trade Official Predicts WTO Membership 


OW3012105694 Tokyo KYODO in English 0910 GMT 
30 Dec 94 


[FBIS Transcribed Text] Taipei, Dec. 30 KYODO—A 
senior trade official of the Taiwan government has 
predicted the island republic will join the World Trade 
Organization (WTO) in May or June next year. 
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Huang Yen-chao, head of the International Trade 
Bureau at the Ministry of Economic Affairs, said in a 
receit interview with KYODO NEWS SERVICE that 
Taipei plans to complete negotiations with WTO 
member states for its membership next spring, with its 
accession mat’ 7ializing in May or June. 


The WTO, to be inaugurated Jan. 1, will replace the 
Geneva-based General Agreement on Tariffs and Trade 
under an agreement reached at the Uruguay Round of 
world trade talks late last year. 


Huang said Taipei’s efforts to pave the way for its 
participation in the international trade watchdog body 
by the end of this year were unsuccessful despite negoti- 
ations with about 50 member nations. 


He said Taiwan is seeking safeguard measures to protect 
its agricultural industry from imports but it will have to 
accept a minimum-access formula for its rice imports. 


As in Japan, he said, agricultural groups are strongly 
opposed to Taiwan’s participation in the WTO. 


He said Taiwan’s trade deficit with Japan in 1994 is 
estimated at 14.5 billion dollars against an earlier esti- 
mate of 15 billion dollars because of an upturn in exports 
to Japan after July. 


The bilateral imbalance stood at 14.2 billion dollars in 
1993. 


Huang said Taiwan has begun to boost domestic produc- 
tion of major industrial products, which have accounted 
for nearly 50 percent of the country’s imports from 
Japan over the last five years. 


He called on Japan to review its approach toward 
Taiwan in view of deepening bilateral relations. 


Japan switched diplomatic recognition from Taipei to 
Beijing in 1972 but has since maintained ecenomic and 
cultural ties. 


Tokyo is excessively preoccupied with the existence of 
the Beijing government, he said. 


OTC Market Free To Invest in Forcign Capital 


OW3012150494 Taipei CNA in English 1416 GMT 30 
Dec 94 


[By Y.C. Tsai] 


[FBIS Transcribed Text] Taipei, Dec. 30 (CNA)— 
Finance Minister Lin Chen-kuo said Friday [30 
December] that the Ministry of Finance will neither 
restrict nor encourage the presence of foreign capital in 
the over-the-counter (OTC) market. 


Currently, he pointed out, there is no law forbidding 
foreign investment in the OTC market. The ministry, 
however, will not offer any incentives to attract foreign 
funds, he noted. 
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Lin made the remarks while addressing a ceremony at 
the Taipei International Convention Center marking the 
establishment of the OTC Traders Association and the 
launching of a computerized OTC trading system. 


In the OTC market, securities transactions are con- 
ducted through a telephone and computer network con- 
necting dealers in stocks and bonds, rather than on the 
floor of an exchange. OTC shares, which are normally of 
smaller and newer companies, are considered a bit 
riskier than ordinary ones listed on a stock exchange. 


Noting that the establishment of the association and the 
com puter system caps more than five years of efforts and 
preparation by various agencies, Lin expressed the hope 
that the OTC market will be gradually enlarged, thereby 
leading to the sound development of the domestic cap- 
ital market. 


In addition, he said, domestic enterprises will not be 
required to join the OTC market before they are listed on 
the Taiwan stock exchange, because the two are separate 
markets. 


NT Dollar Said Unqualified To Go International 
OW3012150994 Taipei CNA in English 1421 GMT 30 
Dec 94 


[By Y.C. Tsai] 


[FBIS Transcribed Text] Taipei, Dec. 30 (CNA)— 
Except for its stability, the New Taiwan [NT] dollar does 
not meet the prerequisites to become an international- 
ized currency at present, the Central Bank of China 
(CBC) said in a press release Friday [30 December] . 


The CBC said the immediate internationalization of the 
NT dollar is not justified even in light of Taiwan's goal to 
become an Asia-Pacific financial center. 


It said there would not be enough initial demand for the 
NT dollar on the international market, which usually 
favors the U.S. currency, and that allowing foreigners to 
own, buy and sell NT dollars at will would trigger sharp 
fluctuations in the currency’s value, thereby adversely 
affecting Taiwan’s economic development. 


Stability in the exchange rate of the NT dollar is vital to 
Taiwan's economy, which is small but highly open, it 
explained. 


The central bank stressed that three prerequisites must 
be met before a currency can be internationalized: con- 
fidence in the nation's political stability and currency 
value, a wide, deep and liberalized financial market, and 
use of the currency in foreign trade. 


The press release came in response to earlier remarks 
made by Finance Minister Lin Chen-kuo, who said that 
Taiwan should work toward internationalization of the 
NT dollar in its bid to become an Asia-Pacific financial 
hub. 
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Internationalization of the NT dollar would be condu- 
cive to the strategy of biberalizing the domestic foreign 
exchange market, Lin noted. 


Pctrojcum Firm To Start Business in Victnam 


OW3012150294 Taipei CNA in English 1411 GMT 30 
Dec 94 


[By Bear Lee} 


[FBIS Transcribed Text] Taipei, Dec. 30 (CNA)~—The 
Vietnamese Government has approved a joint-venture 
project involving two Taiwan corporations and a 
vietnam firm to establish a liquefied petroleum gas 
[LPG] distribution business in that country. 


The two Taiwan firms are the state-run Chinese Petro- 
leum Corp. (CPC) and Chin Fong Group, a leading 
private company. 


The CPC said that it and Chin Fong will each control 35 
percent of the shares of the proposed company, with the 
remaining 30 percent going to Vietnam's Coditab Co. 
Total investment is expected to be U.S.$11 million. 


Under the project, the CPC said, LPG unloading and 
deposit equipment will be established in Haiphong in 
northern Vietman, two LPG distribution centers will be 
set up in Haiphong and Hanoi, and a marketing network 
will envelop the entire country. 


The CPC will be authorized to operate the company, it 
said. Chin Fong is currently the largest individual for- 
eign investor in Vietnam, with a bank and a motorcycle 
manufacturing plant that together call for investment of 
U.S.$150 million. 


Taiwan is the largest foreign investor in Vietnam, having 
poured in more than U.S.$1.6 billion. 


Li Teng-hui Addresses Party Affairs at 
Conference 

OW3012150394 Taipei CNA in English 1444 GMT 30 
Dec 94 


(By Bear Lee} 


[FBIS Transcribed Text] Taipei, Dec. 30 (CNA)— In his 
capacity as chairman of the ruling Kuomintang [K MT], 
President Li Teng-hui on Friday [30 December] stressed 
the need for the party to streamline party operations to 
cope with future challenges. 


Li was speaking at a conference convened to review 
party affairs over the year. 


He said the KMT, as the nation’s ruling party, is 
entrusted with the double mission of pushing ahead with 
political democratization and promoting reform of 
KMT affairs. 
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He said that although the party has made remarkable 
achievements in promoting nationa! political reforms, it 
has lagged far behind in terms of reforming itself. 


Citing the serious challenge to the KMT by opposition 
parties during the recently concluded elections, Li said 
that much work still needs to be done by the party to 
rejuvenate itself and win greater support. 


The ruling party suffered a major setback in the elections 
for Taipei mayor and city council members in the Dec. 3 
tions. 


He told the party cadres in attendance that the party, in 
pushing ahead with reforms, will insist on its anti- 
communist and anti-independence planks. 


“The ultimate guidelines of anticommunism and the 
position against Taiwan independence will never 
change, and the party will not compromise over them,” 
he said. 


Presiding over the meeting, KMT Secretary-General Hsu 
Shui-te stressed that the party will streamline operations 
by conducting checks on members beginning January, 
strengthening training of party cadres, cultivating more 
talents, and improving coordination with administrative 
departnients. 


Police Raid Underground Radio Station 
OW0401020095 Taipei CNA in English 0126 GMT 4 
Jan 95 


{By Benjamin Yeh] 


[FBIS Transcribed Text] Taipei, Jan. 3 (CNA)—Some 
300 policemen, under a direciive from the Government 
Information Office (GIO), raided an illegal radio station 
in downtown Taipei on Tuesday [3 January], seizing the 
Station’s transmitter and other equipment. 


The raid did not meet with any resistance, except for 
10-odd supporters who staged a sit-in in front of the 
building housing Formosa new voice and some taxi 
drivers who honked their horns to display their support 
of the station. 


“Formosa New Voice was raided because it was sus- 
pected of instigating an illegal gathering,” the GIO 
explained in a written statement released following the 
police blitz. 


The charge referred to the bloody clash that occurred 
between riot police and hundreds of taxi drivers on Dec. 
23 after a taxi driver was stabbed to death outsid« 
president hotel. Ten policemen were njured during the 
all-night melee, and three taxi drivers were arrested. 
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The GIO reiterated its tough stance on illegal radio 
Stations, saying that relevant government agencies and 
police have organized a special task force to shut them 
down. 


The GIO has repeatedly warned of taking action against 
existing illegal radio stations. Forty such stations around 
the island have already shut down operations under 
threat from the GIO. 


According to the GIO, the police had to delay their raid 
on Formosa New Voice because somebody had leaked 
information that the raid would be carried out in the 
morning. It was instead done at noon. 


GIO Deputy Director-General Wu Chung-li, while 
stressing the need to combat underground radio stations, 
called for those wan/ing to set up stations to do so 
through legal channels. 


According to the G!O, 70 applicants, some anti- 
government, have acquired licenses to set up regional 
radio stations since the ban was lifted late last year, and 
87 more channels are still available. 


Taipei Mayor Chen Shui-vian, asked to comment on the 
raid, said he basically supported the crackdown but 
maintained that the government further adjust policies 
to reduce people’s complaints. Chen said he had not 
received any prior notice of Tuesday's raid. Chen, a 
sympathizer of taxi drivers and member of the opposi- 
tion Democratic Progressive Party, was elected Taipei 
mayor on Dec. 3. 


Poll Finds Residcnts Oppose Independence 
OW0401043195 Taipei CNA in English 0225 GMT 4 
Jan 95 


[By Benjamin Yeh] 


{[FBIS Transcribed Text] Taipei, Jan. 3 (CNA)— 
Sixty-two percent of Taiwan residents polled in a recent 
survey said they are opposed to attempts to seek an 
independent Taiwan, as compared with 45 percent in a 
similar survey done in 1993. Those who suppwurt the 
secessionist drive, meanwhile, dropped from 27 percent 
to 20.4 percent. 


The Gallup poll survey of 1,976 people was carried out 
from Dec. 25-30, with 1,077 people responding. The 
margin of error was plus or minus 3 percent. 


The survey also found that 59 percent of those polled 
believe Mainland China would invade Taiwan if it were 
to declare independence, 21 percent put no stock in the 
theory, and the remaining 20 percent had no opinion. 
Asked about cross-Taiwan strait ties, 50.4 percent of the 
respondents said the relationship would stav unchanged 
in the coming year. 
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Meanwhile, 65.5 percent said they were cither “‘satis- 
fied” or “very satisfied” with President Li Teng-hui's 
administrative performance over the past year, 23.6 
percent gave a thumbs-down response, and the 
remainder had no opinion. The 65.5 percent approval 
rate marked a significant drop from the 77.7 percent 
approval rate Li received in the survey last April. 


However, the findings show Li is stil] the most desired 
presidential candidate if the election were held immedi- 
ately, with 26.5 percent preferring him, 8.3 percent 
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favoring Former Judicial Yuan President Lin Yang- 
kang, and 2.8 percent backing premier lien chan. 


Commenting on the poll results, Lu Ya-li, a political 
science professor at National Taiwan University, said 
Li’s reputation was somehow damaged in the Dec. 3 
elections. Li, as the Kuomintang [KMT] chairman, 
launched a round-the-island campaign to enlist support 
for KMT candidates. That move invited attacks by 
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Hong Kong 


U.S. Sanctions’ Effect To Be Assessed 


HK0101071195 Hong Kong AFP in English 0633 GMT 
1 Jan 95 


{[FBIS Transcribed Text] Hong Kong, Jan 1 (AFP)— 
Hong Kong expressed worry Sunday about the impact of 
a Sino-U.S. trade row on its economy, after Washington 
threatened tough retaliatory action for alleged Chinese 
copyright violations. 


“Since China and the U.S. are our two biggest trading 
partners, the Hong Kong government is naturally con- 
cerned about any U.S. Special 301 action against Chi- 
nese products,” Secretary for Trade and Industry T.H. 
Chau said. 


“We would be very concerned about any adverse effect 
such measures might have on Hong Kong’s economy,” 
he added in a statement. 


The United States has set February 4 as its deadline for 
deciding whether to use its Special 301 legislation to hit 
back at China for what it says are rampant infringements 
on intellectual property rights. 


Chau said Hong Kong, a British territory that is China’s 
biggest single source of foreign investment, would be 
making its views known to Washington, including its 
assessment of how deeply sanctions would hurt its 
economy. 


But he acknowledged: “This is primarily a bilateral trade 
issue between China and the U.S. Hong Kong does not 
have a direct role.” 


DAB Chairman Describes Mecting With La Ping 
HK0301054295 Hong Kong SOUTH CHINA 
MORNING POST in English 3 Jan 95 p 12 


[Column by Tsang Yok-Sing, chairman of the Demo- 
cratic Alliance for the Betterment of Hong Kong: “Lu 
Breaks Rules To Get Things Straight’’} 


[FBIS Transcribed Text} As a rule, meetings of visitors 
with Chinese officials (and for that matter officials in 
other governments as well) take place behind closed 
doors. Reporters are at most granted a five-minute 
photocall. Last week’s meeting between Mr. Lu Ping and 
a delegation from the Democratic Alliance for the Bet- 
terment of Hong Kong (DAB) was the first time the rule 
had been broken in Beijing. 


The director of the Hong Kong and Macao Affairs Office 
(HKMAO) agreed :o allow reporters to stay around 
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throughout the 90-minute discussion session between 
senior officials in his department and the DAB delega- 
tion. As everybody rightly guessed, the special arrange- 
ment had been approved by Mr. Lu prior to the meeting, 
although it was not announced in advance. The Hong 
Kong reporters attending the occasion welcomed the 
pleasant surprise, despite complaints from some of them 
about not being prepared for 1-1/2 hours of note-taking 
and recording. 


The idea of an open meeting was put to Mr. Lu by DAB 
Vice-Chairman Tam Yiu-chung when he met him at an 
earlier meeting of the Preliminary Working Committee. 
Mr. Lu consented. “Mind you, though,” he added, “I 
wouldn't be able to speak as freely in the presence of the 
press."’ The DAB decided it was a price worth paying 


Topics for discussion were suggested by the DAB and 
submitted to the HKMAO about a fortnight before the 
meeting. This was the usual practice. We had expected 
Director Lu to be the sole spokesman for the HK MAO at 
the meeting. Instead he decided to put his aides en masse 
on the grill, each assigned to deal with a specific topic or 
two. 


And so, to the surprise of both the DAB visitors and the 
reporters, all the senior officials of the HKMAO 
appeared at the meeting, some still busily thumbing 
through the pile of printed notes in their hands before 
the discussion started. 


Monitored by three TV cameras and taped by a battery 
of recorders, the discussion proceeded smoothly. Too 
smoothly, perhaps. A DAB member would raise a ques- 
tion or make a point, upon wh’ *h Mr Lu would turn to 
one of his aides in a conspicuously causal manner, and 
say, “Hey, that’s your field.” 


The nominee would then present a comprehensive enun- 
ciation of China's policy in the area concerned, referring 
to his notes from time to time. There was not the 
slightest break or hesitation between question and 
answer, proposal and response. By the time the discus- 
sion was called to an end for lack of time, only seven of 
the 10 prepared topics had been covered. Even so, the 
meeting was warmly acclaimed by the press. 


Mr. Lu and his aides spoke at length about issues of 
concern for the people of Hong Kong. Not everything 
they said was good news, and at times they were evasive, 
as when the DAB urged the Chinese government to 
become a signatory to the two international human 
rights covenants mentioned in the Basic Law. Nonethe- 
less, they provided a candid elucidation of China's 
position wherever there was one, and more importantly, 
tue reporters present were able to put on record every 
word coming from their mouths. 
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